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ALASKAN INTERSTATE COMMERCE ACT 


TUESDAY, JULY 21, 1959 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON TRANSPORTATION AND AERONAUTICS 
OF THE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.C. 

The subcommittee met at 10 a.m., pursuant to call, in room 1301, 
New House Office Building, Hon. Morgan M. Moulder presiding. 

Mr. Movutper. The committee will be in order. 

Today we are commencing hearings on H.R. 6244 and companion 
bills S. 1507, S. 1508, and S. 1509, pending in the Senate, bills to pro- 
vide the same uniform regulation of surface transportation in inter- 
state or foreign commerce within Alaska and between Alaska and the 
other States as is now provided under the Interstate Commerce Act 
and related acts, with respect to similar transportation within and 
between all of the other States. 

This bill was introduced in the House at the request of the Inter- 
state Commerce Commission and gives effect to three of its legislative 
recommendations; namely— 

(1) that “grandfather” rights be authorized for carriers which 
became subject to the Commission’s jurisdiction upon the advent 
of Alaska statehood ; 

(2) that the Government-owned-and-operated Alaska Railroad 
be made subject to the Commission’s jurisdiction with respect to 
rates and safety of operation ; and 

(3) that water common and contract carriers operating be- 
tween Alaska and the other States be made subject to part III 
of the Interstate Commerce Act. 

Before proceeding with the witnesses, without objection I will place 
at this point in the record a copy of H.R. 6244, together with a letter, 
dated March 6, 1959, from Kenneth H. Tuggle, Chairman of the Inter- 
state Commerce Commission, addressed to Mr. Harris as chairman of 
the full committee, transmitting copies of draft bills with respect to 
this legislation ; a letter, dated July 17, 1959, from Wilber M. Brucker, 
Secretary of the Army, to Mr. Harris, in which he says that the 
Department of the Army on behalf of the Department of Defense 
defers to the views of the departments and agencies which would be 
more directly affected by the bill we are considering; a letter to Mr. 
Harris, dated July 20, 1959, from Roger Ernst, Assistant Secretary 
of the Interior, which is adverse in part to the pending bill; a letter 
to Mr. Harris, from Phillip 8S. Hughes, Assistant Director for Legis- 
lative Reference, Bureau of the Budget, also adverse in part; and 
a letter to Mr. Harris from Joseph Campbell, Comptroller General of 
the United States, which suggests amendments. 
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2 ALASKAN INTERSTATE COMMERCE ACT 


(The information referred to follows:) 


(H.R. 6244, 86th Cong., 1st sess.] 


A BILL To amend the Interstate Commerce Act, and certain other provisions of law, with 
respect to the regulation of surface transportation in interstate and foreign commerce to 
from, and between points in the State of Alaska ; 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Alaskan 
Interstate Commerce Act”. 


TITLE I—“GRANDFATHER” RIGHTS OF CERTAIN MOTOR CARRIERS 
WATER CARRIERS, AND FREIGHT FORWARDERS 


COMMON CARRIERS BY MOTOR VEHICLE OPERATING IN INTERSTATE OR FOREIGN 
COMMERCE BETWEEN ALASKA AND OTHER STATES OR WITHIN ALASKA 


Sec. 101. Section 206(a) of the Interstate Commerce Act, as amended (49 
U.S.C. 306(a)), is amended by adding at the end thereof the following new 
paragraphs: 

“(4) Subject to the provisions of section 210, any common carrier by motor 
vehicle which, on the date this paragraph takes effect, is the holder of a certifi- 
cate or certificates described in paragraph (2) of this subsection or issued under 
paragraph (3) of this subsection or section 207(a), authorizing transportation 
by motor vehicle between places in the United States of passengers or property 
in commerce between the United States and the Territory of Alaska, and on 
August 26, 1958, it or its predecessor in interest was engaged in the transporta- 
tion of passengers or property as a common carrier by motor vehicle between 
places in the United States and places in Alaska, and such operations have been 
continued since that time (or if engaged in furnishing seasonal service only, was 
engaged in such operations in the year 1958 during the season ordinarily covered 
by its operations, and such operations have not been discontinued), except in 
either instance as to interruptions of service over which the carrier or its prede- 
cessor in interest had no control, shall be issued a certificate authorizing trans- 
portation to or from the points or areas in Alaska served by it, from or to all 
points in the other States of the United States designated in the above-mentioned 
certificate or certificates held by the carrier, of passengers or the class or Classes 
of commodities specified therein, to the extent that under the said certificate or 
certificates the carrier, prior to the date of admission of Alaska into the Union, 
was authorized to perform within the States all transportation required for 
through motor vehicle transportation by the carrier to or from places in the 
Territory of Alaska, without requiring further proof that public convenience and 
necessity will be served thereby and without further proceedings, if application 
for such certificate is made to the Commission as provided herein on or before 
July 1, 1959. Pending the determination of such application, the continuance of 
such operations without a certificate shall be lawful. Applications for certifi- 
cates under this paragraph shall be made in writing to the Commission and shall 
be in such form and contain such information and be accompanied by proof of 
service upon such interested parties as may be required by the Commission. 

(5) Subject to the provisions of section 210, if any person (or his predecessor 
in interest) was in operation on August 26, 1958, over any route or routes, or in 
any area or areas, as a common carrier engaged in the transportation in inter- 
state or foreign commerce of passengers or property by motor vehicle between 
places in the Territory of Alaska, and has so operated in Alaska since that time 
(or if engaged in furnishing seasonal service only, was engaged in such operation 
in the year 1958 during the season ordinarily covered by its operations, and such 
operations have not been discontinued), except in either instance as to interrup- 
tions of service over which such person or his predecessor in interest had no 
control, a certificate shall be issued authorizing such operations without requir- 
ing further proof that public convenience and necessity will be served thereby, 
and without further proceeding, if application for such certificate is made as 
provided herein on or before July 1, 1959. Pending the determination of any 
such application, the continuance of such operation without a certificate shall be 
lawful. Applications for certificates under this paragraph shall be made to the 
Commission in writing, and in such form, contain such information, and be 
accompanied by proof of service upon such interested parties as the Commission 
shall require.” 
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ALASKAN INTERSTATE COMMERCE ACT 3 


CONTRACT CARRIERS BY MOTOR VEHICLE OPERATING IN INTERSTATE OR FOREIGN 
COMMERCE BETWEEN ALASKA AND OTHER STATES OR WITHIN ALASKA 


Sec. 102. Section 209(a) of the Interstate Commerce Act, as amended (49 

U.S.C. 309(a)), is amended by adding at the end thereof the following new 

aphs: 

rng Bubject to the provisions of section 210, any contract carrier by motor 
yehicle which, on the date this paragray 4 takes effect, is the holder of a per- 
mit or permits described in paragraph (2) of this subsection or issued under 
paragraph (3) of this subsection or under section 209(b), authorizing trans- 
portation by motor vehicle between places in the United States of passengers 
or property in commerce between the United States and the Territory of Alaska, 
and on August 26, 1958, it or its predecessor in interest was engaged in the 
transportation of passengers or property as a contract carrier by motor vehicle 
between places in the United States and places in Alaska, and such operations 
have been continued since that time (or if engaged in the furnishing of seasonal 
service only, was engaged in such operations in the year 1958 during the season 
ordinarily covered by its operations, and such operations have not been dis- 
continued), except in either instance as to interruptions of service over which 
the carrier or its predecessor in interest had no control, shall be issued a permit 
authorizing transportation to or from the points or areas in Alaska served by 
it, from or to all points in the other States of the United States designated in the 
above-mentioned permit or permits held by the carrier, of passengers or the 
class or classes of commodities specified therein, to the extent that under the 
said permit or permits the carrier, prior to the date of admission of Alaska into 
the Union, was authorized to perform within the United States all transporta- 
tion required for through motor vehicle transportation by the carrier to or from 
places in the Territory of Alaska, without further proceedings, if application for 
such permit is made to the Commission as provided herein on or before July 
1, 1959. Pending the determination of such application, the continuance of such 
operation without a permit shall be lawful. Applications for permits under 
this paragraph shall be made in writing to the Commission and shall be in such 
form and contain such information and be accompanied by proof of service 
upon such interested parties as may be required by the Commission. 

“(5) Subject to the provisions of section 210, if any person (or his predecessor 
in interest) was in operation on August 26, 1958, over any route or routes, or in 
any area or areas, as a contract carrier engaged in the transportation in inter- 
state or foreign commerce of passengers or property by motor vehicle between 
places in the Territory of Alaska, and has so operated in Alaska since that time 
(or if engaged in furnishing seasonal service only, was engaged in such opera- 
tions in the year 1958 during the season ordinarily covered by its operations, 
and such operations have not been discontinued), except in either instance as 
to interruptions of service over which such person or his predecessor in interest 
had no control, a permit shall be issued authorizing such operations without 
further proceedings, if application for such permit is made as provided herein 
on or before July 1, 1959. Pending the determination of any st.ch application, 
the continuance of such operation without a permit shall be lawful. Applica- 
tions for permits under this paragraph shall be made to the Commission in writ- 
ing, and in such form, contain such information, and be accompanied by proof 
of service upon such interested parties as the Commission shall require.” 


AMENDMENT TO DEFINITION OF “INTERSTATE COMMERCE” IN SECTION 203(A) (10) OF 
INTERSTATE COMMERCE ACT 


Sec. 103. Paragraph (10) of section 203(a) of the Interstate Commerce Act, 
as amended (49 U.S.C. 303(a)(10)), is amended by changing the period at the 
end thereof to a colon and by adding the following : “Provided, That to the extent 
that such transportation in ‘interstate commerce’ between points in Alaska and 
points in other States is performed within a foreign country, the application 
of this part shall not include any requirement as to conduct in such foreign 
country which is in conflict with a requirement of such foreign country, but 
shall include as a condition to engaging in such operations within the jurisdic- 
tion of the United States, the observance, as to the entire service, of the require- 
ments of this part with respect to rates, fares, charges and practices pertaining 
to such transportation. 
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COMMON CARRIERS BY WATER OPERATING IN INTERSTATE AND FOREIGN COMMER cE 
ON INLAND WATERWAYS WITHIN ALASKA 


Sec. 104. Section 309(a) of the Interstate Commerce Act, as amended (49 
U.S.C. 909(a)), is amended by changing the period at the end of the last sentence 
thereof to a colon and by adding the following new proviso: ‘Provided further, 
That, subject to the provisions of section 310, if any person (or his predecesgor jp 
interest) was in operation on Augur* 26, 1958, over any inland waterway, other 
than the high seas, as a common carrier by water, in interstate or foreign com. 
merce, between points in the Territory of Alaska, and has so operated in Alagks 
since that time (or if engaged in furnishing seasonal service only, was engaged 
in such operations in the year 1958 during the season ordinarily covered by jts 
operations, and such operations have not been discontinued), except in either jp. 
stance as to interruptions of service over which such person or his predecessor jp 
interest had no control, a certificate shall be issued authorizing such operations 
without requiring further proof that public convenience and necessity will he 
served thereby, and without further proceedings, if application for such certig. 
sate is made as provided herein on or before July 1, 1959. Pending the de 
termination of any such application, the continuance of such operations without 
a certificate shall be lawful. Applications for certificates under this proyigo 
shall be filed with the Commission in writing, and in such form, contain gue) 
information, and be accompanied by proof of service upon such interested parties 
as the Commission shall require.” 


CONTRACT CARRIERS BY WATER OPERATING IN INTERSTATE OR FOREIGN COMMERCE oy 
INLAND WATERWAYS WITHIN ALASKA 


Sec. 105. Section 309(f) of the Interstate Commerce Act, as amended (49 
U.S.C. 909(f)), is amended by changing the period at the end of the last sentence 
thereof to a colon and by adding the following new proviso: “Provided further, 
That, subject to the provisions of section 310, if any person (or his predecessor 
in interest) was in operation on August 26, 1958, over any inland waterway, 
other than the high seas, as a contract carrier by water, in interstate or foreign 
commerce, between points in the Territory of Alaska, and has so operated ip 
Alaska since that time (or if engaged in furnishing seasonal service only, was 
engaged in such operations in the year 1958 during the season ordinarily covered 
by its operations, and such operations have not been discontinued), except in 
either instance as to interruptions of service over which such person or his 
predecessor in interest had no control, a permit shall be issued authorizing such 
operations, without further proceedings, if application for such permit is made 
as provided herein before July 1, 1959. Pending the determination of such 
application, the continuance of such operations without a permit shall be lawful. 
Applications for permits under this proviso shall be filed with the Commission in 
writing, and in such form, contain such information, and be accompanied by proof 
of service upon such interested parties as the Commission shall require.” 


FREIGHT FORWARDERS OPERATING IN INTERSTATE OR FOREIGN COMMERCE BETWEEN 
ALASKA AND OTHER STATES OR WITHIN ALASKA 


Sec. 106. Section 410(a) of the Interstate Commerce Act, as amended (49 
U.S.C. 1010(a)), is amended by inserting “(1)” after “Sec. 410. (a)” and by 
adding at the end thereof the following new paragraph: 

““(2) Subject to the provisions of the last sentence of subsection (c) of this 
section, if any person (or his predecessor in interest) was in operation, on 
August 26, 1958, as a freight forwarder, in interstate or foreign commerce, be 
tween places in the Territory of Alaska and places in the United States, and 
between places in the Territory of Alaska (other than a person whose opera- 
tions to, from, and within Alaska are subject to regulation by the Federal 
Maritime Board as a common carrier by water under the Shipping Act of 1916, 
as amended, and the Intercoastal Shipping Act of 1933, as amended, but whose 
operations would be those of freight forwarder under this part), and has 80 
operated since that time (or if engaged in furnishing seasonal service only, was 
engaged in such operations in the year 1958 during the season ordinarily covered 
by its operations, and such operations have not been discontinued), except in 
either instance as to interruptions of service over which such person or his 
predecessor in interest had no control, a permit shall be issued authorizing such 
operations, without further proceedings, if application for such permit is made 
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ALASKAN INTERSTATE COMMERCE ACT 5 


as provided herein on or before July 1, 1959. Pending the determination of 
any such application, the continuance of such operations without a permit shall 
pe lawful. Applications for permits under this paragraph shall be filed with 
the Commission in writing, and in such form, contain such information, and be 
accompanied by proof of service upon such interested parties as the Commission 
shall require.” 


AMENDMENT TO SECTION 418 OF INTERSTATE COMMERCE ACT, SPECIFYING ADDITIONAL 
CARRIERS WHOSE SERVICDCS FREIGHT FORWARDERS MAY UTILIZE 


Sec. 107. Section 418 of the Interstate Commerce Act, as amended (49 U.S.C. 
1018), is amended by striking the word “or” in the last clause thereof, by chang- 
ing the period at the end thereof to a semicolon, and by adding the following: 
“the Alaska Railroad; or common carriers by water operating between Alaskan 
ports, and between those ports and other ports in the United States.” 


TITLE II—ALASKA RAILROAD 


CERTAIN PROVISIONS OF INTERSTATE COMMERCE ACT AND OTHER LAWS MADE 
APPLICABLE 


Src. 201. The first paragraph of section 1 of the Act of March 12, 1914 (38 
Stat. 305), as amended (48 U.S.C. 301), is amended to read as follows: 

“That the President of the United States is hereby empowered, authorized, 
and directed to adopt and use a name by which to designate the railroad or 
railroads and properties to be located, owned, acquired, or operated under the 
authority of this Act; to employ such officers, agents, or agencies, in his discre- 
tion, as may be necessary to enable him to carry out the purposes of this Act; 
to authorize and require such officers, agents, or agencies to perform any or all 
of the duties imposed upon him by the terms of said sections; to detail and 
require any officer or ‘officers in the Engineer Corps in the Army or Navy to 
perform service under this Act; to fix the compensation of all officers, agents, 
or employees appointed or designated by him; to designate and cause to be 
located a route or routes for a line or lines of railroad in the Territory of 
Alaska not to exceed in the aggregate one thousand miles, to be so located 
as to connect one or more of the open Pacific Ocean harbors on the southern 
coast of Alaska with the navigable waters in the interior of Alaska, and with 
u coal field or fields so as best to aid in the development of the agricultural and 
mineral or other resources of Alaska, and the settlement of the public lands 
therein, and so as to provide transportation of coal for the Army and Navy, 
transportation of troops, arms, munitions of war, the mails, and for other 
governmental and public uses, and for the transportation of passengers and 
property; to construct and build a railroad or railroads along such route or 
routes as he may so designate and locate, with the necessary branch lines, feeders, 
sidings, switches, and spurs; to purchase or otherwise acquire all real and 
personal property necessary to carry out the purposes of this Act; to exercise the 
power of eminent domain in acquiring property for such use, which use is 
hereby declared to be a public use, by condemnation in the courts of Alaska in 
accordance with the laws now or hereafter in force there; to acquire rights-of- 
way, terminal grounds, and all other rights; to purchase or otherwise acquire all 
necessary equipment for the construction and operation of such railroad or 
railroads; to build or otherwise acquire docks, wharves, terminal facilities, and 
all structures needed for the equipment and operation of such railroad or rail- 
roads; to establish, change, or modify rates for the transportation of passengers 
and property ; to receive compensation for the transportation of passengers and 
property, and to perform generally all the usual duties of a common carrier by 
railroad; to make and establish rules and regulations for the control and opera- 
tion of said railroad or railroads: Provided, however, That effective one hundred 
and eighty days after the enactment of the Alaskan Interstate Commerce Act, 
and thereafter, the operation of the said railroad or railroads and the facilities 
and equipment thereof shall be subject to the provisions of Part I of the Inter- 
state Commerce Act, as amended, and related acts, including acts relating to the 
safety of operations by railroads and the Explosives and Combustibles Act 
(chapter 39, title 18, of the United States Code), in the same manner and to the 
Same extent as if such railroad or railroads and facilities were privately owned 
and operated, except that approval of the Interstate Commerce Commission shall 
not be required for any extension of such railroad or railroads or for the 
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issuance of securities. No free pass or free or reduced rate or fare transportation 
shall be given except as permitted by the provisions of Part I of the Interstate 
Commerce Act. The President is empowered and authorized in his discretion 
to lease the said railroad or railroads, or any portion thereof, including tele. 
graph and telephone lines, after completion under such terms as he may deep 
proper, but no lease of such railroad or railroads shall be for a longer periog 
than twenty years and no other lease authorized in this Act shall be for a longer 
period than fifty-five years, or in the event of failure to lease, to operate the 
same until the further action of Congress. If the said railroad or railroads 
including telegraph and telephone lines, are leased under the authority giver, 
under this Act, they shall be operated by the lessee under the jurisdiction ang 
control of the provisions of the interstate commerce laws. The President also jg 
empowered and authorized to purchase, condemn or otherwise acquire upon such 
terms as he may deem proper, any other line or lines of railroad in Alaska 
which may be necessary to complete the construction of the line or lines of raj. 
road designated or located by him, but the price to be paid in case of purchase 
shall in no case exceed the actual physical value of the railroad. The President 
also is empowered and authorized to make contracts or agreements with any 
railroad or steamship company or vessel owner for joint transportation of 
passengers or property over the road or roads herein provided for, and such 
railroad or steamship line or by such vessel, and to make such other contracts 
as may be necessary to carry out any of the purposes of this Act; to utilize, in 
‘arrying on the work herein provided for, any and all machinery, equipment, 
instruments, material, and other property of any sort whatsoever used or 
acquired in connection with the construction of the Panama Canal, so far and 
as rapidly as the same is no longer needed at Panama, and the successors to the 
Isthmian Canal Commission are authorized to deliver said property to sueh 
officers or persons as the President may designate, and to take credit therefor 
at such percentage of its original cost as the President may approve, but this 
amount shall not be charged against the fund provided for in this Act.” 


REPEAL OF ACT OF APRIL 10, 1926, RELATING TO FREE TRANSPORTATION ON THE 
ALASKAN RAILROAD 


Sec. 202. The Act approved April 10, 1926 (44 Stat. 239, ch. 114), relating to 
free transportation on the Alaskan Railroad, is hereby repealed. 


TITLE IlI—WATER CARRIERS NOT PREVIOUSLY REGULATED UNDER 
INTERSTATE COMMERCE ACT 


REPEAL OF CERTAIN PROVISIONS OF LAW 


Sec. 301. (a) Subject to subsection (b), the following provisions of law are 
hereby repealed insofar as they are inconsistent with any provision of the 
Interstate Commerce Act, as amended, and insofar as they provide for the regu- 
lation of the transportation of persons or property by water between places in 
Alaska and places in the other States of the United States or the District of 
Columbia, or between places in Alaska : 

(1) The Shipping Act, 1916, as amended. 

(2) The Intercoastal Shipping Act, 1933, as amended. 

(3) Section 27(b) of the Act approved July 7, 1958, entitled “An Act to 
provide for the admission of the State of Alaska into the Union” (Public 
Law 85-508). 

(b) Subsection (a) of this section shall not be construed to repeal any of 
the following provisions: 

(1) Section 205 of the Merchant Marine Act, 1936 (46 U.S.C. 1115), as 
amended, or any provision of law providing penalties for violations of such 
section 205. 

(2) The third sentence of section 2 of the Intercoastal Shipping Act, 
1933, as amended (46 U.S.C. 844), as extended by section 5 of such Act, or any 
provision of law providing penalities for violations of such section 2. 

(3) The provisions of the Shipping Act, 1916, as amended, insofar as such 
Act provides for the regulation of persons included within the term “other 
persons subject to this Act’, as defined in such Act, but this reservation 
shall not include persons who do not operate vessels but who have been 
held to be water common carriers under that Act or the Shipping Act, 1933, 
regardless as to whether such persons are water common carriers subject 
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to part III of the Interstate Commerce Act or freight forwarders under 
part IV of that Act. , 

(4) Sections 27 and 28 of the Merchant Marine Act 1920 (46 U.S.C. 883, 
884). | ae 

(5) The provisions of section 15 of the Shipping Act, 1916, as amended 
(46 U.S.C. 814), so as to prevent any water carrier subject to the provisions 
of the Interstate Commerce Act from entering into any agreement under 
the provisions of such section 15 with respect to transportation not subject 
to the provisions of the Interstate Commerce Act in which such carrier may 
be engaged. 

(6) Any law of navigations, the admiralty jurisdiction of the courts of 
the United States, liabilities of vessels and their owners for loss or damage, 
or laws respecting seamen, or any other maritime law, regulation, or custom 
not in conflict with the provisions of the Interstate Commerce Act. 


TRANSFER OF RECORDS AND DOCUMENTS ; EXISTING ORDERS, REGULATIONS, CONTRACTS, 
pTC.; PENDING PROCEEDINGS; “GRANDFATHER” RIGHTS UNDER INTERSTATE COM- 
MERCE ACT 


Sec. 302. (a) Except to the extent that they are required by the Federal 
Maritime Board in connection with its continued jurisdiction, all files, reports 
records, tariff schedules, contracts, agreements, and other documents in the 
possession of the Board relating to the regulation of transportation by water 
between places in Alaska and other places in the United States and between 
places in Alaska, and carriers engaged in such transportation, shall be trans- 
ferred to the Interstate Commerce Commission. To the extent that such records 
and documents are retained by the Federal Maritime Board, copies thereof shall 
be furnished to the Commission upon request. 

(b) Notwithstanding section 301(a), all orders, rules, regulations, tariffs, con- 
tracts, or agreements in effect at the time this section takes effect, pertaining to 
transportation by water between places in Alaska and other places in the United 
States and between places in Alaska, to the extent they were issued, authorized, 
approved, entered into, or filed pursuant to authority of the Federal Maritime 
Board or under any provision of law repealed by section 301, shall continue in 
force and effect until lawfully changed by act of the parties involved or until 
changed, modified, or set aside by action of the Interstate Commerce Commission. 

(c) Any proceeding, hearing, or investigation commenced or pending before the 
Federal Maritime Board at the time this section takes effect, to the extent that 
it relates to the administration of any provision of law repealed by his Act, shall 
be continued or otherwise acted upon by the Interstate Commerce Commission 
as though such proceeding, hearing, or investigation had been instituted under 
the provisions of the Interstate Commerce Act. 

(d) Any judicial proceeding pending on the date this section takes effect, and 
arising under any provision of law repealed by the provisions of section 301, 
shall be continued, heard and determined in the same manner and with the same 
effect as if such provision had not been repealed ; except that in the case of any 
such proceeding to which the Federal Maritime Board is a party, the court, 
upon motion or supplemental petition, may direct that the Interstate Commerce 
Commission be substituted for the Federal Maritime Board as a party to the pro- 
ceeding or made an additional party thereto. 

(e) If any provision of this title or the application thereof to any person, 
or commerce, or circumstance is held invalid, the remainder of this title and the 
application of such provision to other persons, commerce, or circumstances shall 
not be affected thereby. 


AMENDMENTS TO SECTION 306 OF INTERSTATE COM MERCE ACT WITH RESPECT TO TRANS- 
FER AND FILING OF TARIFFS, AND SCHEDULES OF CERTAIN WATER CARRIERS 


Sec. 303. (a) Section 306(a) of the Interstate Commerce Act, as amended 
(49 U.S.C. 906(a)), is amended by striking out the period at the end thereof 
and inserting a colon and the following: “Provided, That tariffs (or copies 
thereof) of common carriers by water containing rates, fares, charges, classifica- 
tions, rules, regulations, and practices for the transportation in interstate or 
foreign commerce of passengers or property between places in Alaska and between 
places in Alaska and other places in the United States in effect and on file with 
the Federal Maritime Board on the date this proviso takes effect, pursuant to the 
requirements of the Shipping Act of 1916, as amended, or the Intercoastal Ship- 
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ping Act of 1933, as amended, shall be transferred to the Commission and shall be 
deemed to be filed with the Commission as of such date pursuant to the require. 
ments of this part. Tariffs showing all other rates, fares, charges, classifications 
rules, regulations and practices for transportation by water common carriers 
between places in Alaska and other places in the United States, and betweep 
places in Alaska, made subject to this part by virtue of the enactment of the 
Alaska Interstate Commerce Act, shall be filed as provided in this part not later 
than one hundred and eighty days after the date on which this amendment 
takes effect.” 

(b) Section 306(e) of the Interstate Commerce Act, as amended (49 U.S.¢. 
909(e)), is amended by adding at the end thereof the following new sentence: 
“Schedules showing the minimum rates, charges, rules, regulations, or practices 
for transportation by water contract carriers between places in the United States 
and places in Alaska, and between places in Alaska over the high seas, made 
subject to this part by virtue of the enactment of the Alaskan Interstate Com. 
merce Act, shall be filed as provided in this part not later than one hundred and 
eighty days after the date on which this sentence takes effect.” 


AMENDMENTS TO SECTION 309 OF INTERSTATE COMMERCE ACT WITH RESPECT 19 
“GRANDFATHER” RIGHTS OF CERTAIN WATER CARRIERS 


Sec. 304. (a) Section 309(a) of the Interstate Commerce Act, as amended (49 
U.S.C. 909(a)) is amended by inserting “(1)” after “Sec. 309. (a)” and by 
adding at the end thereof the following new paragraph : 

**(2) Subject to the provisions of section 310, if any person (or his predecessor 
in interest) was in operation on the date on which this paragraph takes effect as 
a common carrier by water, in interstate or foreign commerce, between ports in 
Alaska and other ports in the United States, or between ports in Alaska over 
the high seas, and has so operated since that time (or if engaged in furnishing 
seasonal service only, was engaged in such operations in the year 1958 during 
the season ordinarily covered by its operations, and such operations have not 
been discontinued), except in either instance as to interruptions of service over 
which such person or his predecessor in interest had no control, a certificate 
shall be issued authorizing such operations, without further proceedings, if 
application for such certificate is made as provided herein on or before July 1, 
1959. Pending the determination of any such application, the continuance of 
such operations without a certificate shall be lawful. Applications for certificates 
under this paragraph shall be filed with the Commission in writing, and in such 
form, contain such information, and be accompanied by proof of service upon 
such interested parties as the Commission shall require.” 

(b) Section 309(f) of the Interstate Commerce Act, as amended (49 U.S.C. 
909(f)), is' amended by inserting “(1)” after “(f)" and by adding at the end 
thereof the following paragraph: 

“(2) Subject to the provisions of section 310, if any person (or his predecessor 
in interest) was in operation on the date on which this paragraph takes effect 
as a contract carrier by water, in interstate or foreign commerce, between ports 
in Alaska and other ports in the United States, or between ports in Alaska over 
the high seas, and has so operated since that time (or if engaged in furnishing 
seasonal service only, was engaged in such operations in the year 1958 during 
the season ordinarily covered by its operations, and such operations have not 
been discontinued), except in either instance as to interruptions of service over 
which such person or his predecessor in interest had no control, a permit shall 
be issued authorizing such operations, without further proceedings, if applica- 
tion for such permit is made as provided herein on or before July 1, 1959. Pend- 
ing the determination of any such application, the continuance of such operations 
without a permit shall be lawful. Applications for permits under this paragraph 
shall be filed with the Commission in writing, and in such form, contain such 
information, and be accompanied by proof of service upon such interested parties 
as the Commission shall require.” 


AMENDMENTS TO PART IV OF INTERSTATE COMMERCE ACT, WITH RESPECT TO PERSONS, 
HERETOFORE REGULATED AS WATER CARRIERS, WHO WILL BE SUBJECT TO SUCH 
PART IV 


Sec. 305. (a) Section 405(a) of the Interstate Commerce Act, as amended 
(49 U.S.C. 1005(a)), is amended by inserting “(1)” after “Src. 405(a)” and by 
adding at the end thereof the following paragraph: 
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“(2) Tariffs (or copies thereof) containing rates, charges, classifications, rules, 
regulations, and practices for the transportation of property in interstate or 
foreign commerce by water between places in Alaska and other places in the 
United States, or between places in Alaska, filed with the Federal Maritime Board 
pursuant to the Shipping Act of 1916, as amended, or the Intercoastal Shipping 
Act of 1933, as amended, by persons whose operations are those of a common 
carrier by water under the mentioned Acts, but whose operations are those of 
a freight forwarder under this part, as in effect on the date this paragraph takes 
effect, shall be transferred to the Commission and shall be deemed to be filed 
with the Commission pursuant to the requirements of the Interstate Commerce 
Act as of the date on which this paragraph takes effect.” 

(b) Section 410(a) of the Interstate Commerce Act, as amended (49 U.S.C. 
1010(a)), is amended by inserting “(1)” after “Sec. 410. (a)” and by adding at 
the end thereof the following paragraph : 

“(2) If any person (or his predecessor in interest) whose operations were 
those of a common carrier by water under the Shipping Act of 1916, as amended, 
or the Intercoastal Shipping Act of 1933, as amended, but whose operations are 
those of a freight forwarder under this part, as in effect on the date this para- 
graph takes effect, was in operation in interstate commerce, on such date, between 
places in Alaska and other places in the United States, or between places in 
Alaska over the high seas, and has so operated since that time (or if engaged 
in furnishing seasonal service only, was engaged in such operations in the year 
1958 during the season ordinarily covered by its operations, and such operations 
have not been discontinued) except in either instance as to interruptions of 
service over Which such person or his predecessor in interest had no control, a 
permit shall be issued authorizing such operations as a freight forwarder without 
further proceedings, if application for such permit is made as provided herein 
on or before July 1, 1959. Pending the determination of any such application 
the continuance of such operations without a permit shall be lawful. Applica- 
tions for permits under this paragraph shall be filed with the Commission, in 
writing, and in such form, contain such information, and be accompanied by 
proof of service upon such interested parties as the Commission shall require.” 





INTERSTATE COM MERCE COM MISSION, 
Washington, March 6, 1959. 
Hon. OREN HARRIs, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 


Deak CHAIRMAN Harris: Pursuant to the statement set forth on page 135 
of the Commission’s 72d annual report, I am transmitting herewith copies 
of draft bills respecting the regulation of surface transportation in interstate 
and foreign commerce to, from, and between points in Alaska as a State. 

As you may know, in the latter part of August the Commission sent a survey 
team, headed by Commissioner Walrath, to Alaska where in the principal cities 
and towns members of the team held conferences and open meetings with public 
officials, carriers, shippers, and other interested persons. The Commission, on 
November 1, 1958, also opened a field office in Anchorage to advise carriers, 
shippers, and interested public officials with respect to Federal regulation of 
motor transportation. In addition, an information bulletin was issued by the 
Commission for the guidance of those who would become subject to the Inter- 
State Commerce Act, and related acts, upon the admission of Alaska as a State. 

As a result of our further survey and studies we are convinced more than ever 
that there can be no effective regulation of surface transportation in interstate 
and foreign commerce within Alaska and between Alaska and the other States 
unless such transportation is subject to the same uniform regulation as similar 
transportation within and between all of the other States. As you are un- 
doubtedly aware, the Government-owned-and-operated Alaska Railroad, the 
principal transportation facility in Alaska, was not subject to regulation by any 
regulatory agency during the Territorial status of Alaska and it did not become 
subject to the Commission’s jurisdiction, nor, presumably, to that of the new 
State upon its admission into the Union. Moreover, under the Alaska State- 
hood Act, the Commission has no jurisdiction over water transportation between 
ports in Alaska and other ports in the United States upon the admission of the 
Territory as a State. It further appears that. the Commission also has no 
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jurisdiction over water transportation in interstate commerce between ports 
in Alaska over the high seas. Under the Statehood Act water transportation 
between Alaska and the other States by regular-route common Carriers continues 
to be regulated by the Federal Maritime Board. The Federal Maritime Board 
does not issue certificates or permits authorizing water carrier operations. Ip 
fact, the Board exercises no regulatory jurisdiction over contract carriers py 
water nor over irregular-route water common carriers. A regulatory void there. 
fore continues to exist with respect to water transportation between Alaska ang 
other U.S. ports, and between Alaskan ports over the high seas, insofar ag 
these carriers are concerned. 

During its trip the Commission’s survey team was unable to find any trace 
of freight forwarding or motor-carrier brokerage operations in Alaska. Thus, 
while one small rail carrier, the White Pass & Yukon Railroad (a Canadian 
carrier operating about 20 miles in Alaska) and water carriers operating jn 
interstate commerce within Alaska (except over the high seas) are subject to 
the Commission’s jurisdiction, for all practical purposes motor transportation 
in interstate and foreign commerce is the only important operation in Alaska 
which has become subject to the Commission’s jurisdiction since its admis. 
sion to statehood. We believe it also important to point out in this connection 
that, insofar as we can determine, there are no present plans for the regulation 
of intrastate transportation by the new State, except possibly the transporta- 
tion of persons by motor vehicle which was subject to some measure of regula- 
tion by the territorial government. 

With the competitive struggle between the Alaska Railroad and the motor 
earriers for the limited amount of traffic moving in Alaska, it is our view that 
there can be no effective or equitable regulation of surface transportation in the 
new State as long as one of the major competitive modes is subjected to a full 
measure of regulation while its chief competitor remains completely free from 
any regulatory control, either Federal or State. To allow this situation to per- 
sist is not, in our opinion, in the public interest since it will encourage and tend 
to perpetuate destructive competitive practices, contrary to the national trans- 
portation policy, and will have a serious adverse effect on the Alaska economy. 

Failure to provide for regulation of a major competitive operation coupled 
with split or only partial jurisdiction with respect to two other modes is not 
conducive to simple or uniform regulation. Under the law as it now exists, a 
number of unusual and complex problems arise in connection with the move 
ment of the bulk of the traffic between Alaska and the other States. On some of 
the traffic the Commission has jurisdiction over the motor movement at both 
ends or over the rail movement at the southern end, but none over the interven- 
ing water movement. On other traffic it has jurisdiction over the movement by 
water to ports at the southern end, but none (except to a limited extent over 
rail-water rates) over the subsequent water movement to Alaska and none over 
the movement by the major rail facility in Alaska. Within Alaska itself the 
Commission has jurisdiction over motor movements and water movements (ex- 
cept over the high seas) in interstate and foreign commerce, but none over 
movements by the Alaska Railroad. Contract carriage and irregular-route com- 
mon carriage by water between Alaska and the other States, and between ports 
in Alaska over the high seas, like traffic over the Alaska Railroad is not, as 
indicated above, subject to economic regulation by any governmental agency. 

It is highly doubtful that the public interest will best be served by sucha 
regulatory patchwork. We therefore recommend to the Congress that all forms 
of surface transportation, and all carriers constituting parts of routes between 
Alaska and the other States, be brought within the same regulatory scheme un- 
der the Interstate Commerce Act. Draft bills designed to give effect to our 
recommendations in this connection (designated as draft bills A and B, respec: 
tively) are submitted herewith for your consideration for introduction. 

Draft bill A would, in brief, transfer from the Federal Maritime Board to 
the Commission jurisdiction over regular-route water common carriers operat- 
ing in interstate commerce between ports in Alaska and other U.S. ports, and 
between ports in Alaska over the high seas. It would also subject to Commis- 
sion regulation contract carriers and irregular-route common carriers by water 
operating between those ports. Since the Maritime Board regulates as water 
carriers certain persons who do not operate vessels, but who appear to be in 
the category of freight forwarders as defined in part IV of the Interstate Com- 
merce Act, the proposed amendments are also designed to place each operator 
in its proper category. “Grandfather” rights are provided for the protection 
of such carriers and persons. 
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Draft bill B would amend the so-called Alaska Railroad Act (48 U.S.C. 301) 
to provide that, effective 180 days after the enactment of the proposed amend- 
ment, the Alaska Railroad shall become subject to the provisions of part I of 
the Interstate Commerce Act, and related acts, except that the Commission’s 
approval would not be required for the extension of its lines or for the issuance 
of securities. The proposed amendment would also subject the Alaska Railroad 
to acts relating to the safety of railroad operations and the statute commonly 
known as the Transportation of Explosives Act (18 U.S.C. 831-835). 

Also submitted herewith is draft bill C, in respect of which we particularly 
urge your early consideration for introduction and for early action by the 
Congress. This proposed bill would provide “grandfather f rights for motor 
carriers and freight forwarders operating to, from, and within Alaska in inter- 
state or foreign commerce, and for water carriers operating in interstate com- 
merce within Alaska, except for water carriers operating between Alaskan 
ports over the high seas. These are the carriers which became subject to the 
Interstate Commerce Act and related acts upon the advent of Alaskan statehood. 
Except for seasonal operations or interruptions in service over which a carrier 
had no control, the critical date of the “grandfather” provisions is August 26, 
1958, the date on which the people of Alaska voted in favor of statehood. 

With the exception of freight forwarders, ever since the enactment of the 
Motor Carrier Act, 1935, it has been the consistent policy of the Congress to 
provide “vrandfather” rights to existing carriers whenever the Interstate Com- 
merce Act has been extended to additional carriers. It is our opinion that 
similar “grandfather” provisions should be enacted for the protection of those 
carriers, including freight forwarders, which became subject to the Interstate 
Commerce Act, and related acts, by reason of the admission of Alaska to 
statehood. 

Draft bill C is also designed to clarify the status of motor carriers operating 
between points in Alaska and the other States through Canada. In addition, 
it would amend section 418 of the Interstate Commerce Act to authorize freight 
forwarders to utilize the services of the Alaska railroad and water carriers 
operating between ports in Alaska and other ports in the United States, and 
between ports in Alaska over the high seas, which they cannot lawfully do 
under existing law. 

The Commission would appreciate your assistance in introducing these bills 
and giving them early consideration. If there is anything further the Com- 
mission can do in this respect, please advise. 

Sincerely yours, 
KENNETH H. TueGte, Chairman. 


DEPARTMENT OF THE ARMY, 
Washington, D.C., July 17, 1959. 
Hon. OREN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 


Deak Mr. CHAIRMAN: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to H.R. 6244, 
86th Congress, a bill to amend the Interstate Commerce Act, and certain other 
provisions of law, with respect to the regulation of surface transportation in 
interstate and foreign commerce to, from, and between points in the State of 
Alaska. The Secretary of Defense has delegated to the Department of the 
Army responsibility for expressing the views of the Department of Defense 
thereon. 

Title I of H.R. 6244 would amend the Interstate Commerce Act to provide 
“grandfather” rights for certain motor carriers and freight forwarders operating 
in interstate or foreign commerce within Alaska, and between Alaska and other 
States of the United States, and for certain water carriers operating within 
Alaska. The granting of “grandfather” rights to existing carriers, whenever the 
Interstate Commerce Act is being extended to additional carriers, follows the 
usual pattern for the extension of regulative legislation and is not objectionable 
to efficient traffic management. 

Title II would amend the Interstate Commerce Act to provide for the economic 
regulation of the Alaska Railroad. It provides that, effective 180 days after the 
enactment of the proposed amendment, the Alaska Railroad would become sub- 
ject to part I of the Interstate Commerce Act, except that the Commission’s ap- 
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proval would not be required for the extension of its lines or for the issuan¢e 
of securities. In addition the proposed amendment would subject the Alaska 
Railroad to statutes relating to the safety of railroad operations and the Trans. 
portation of Explosives Act. 

Title III would make the Interstate Commerce Act applicable to transportg. 
tion by water between ports in the State of Alaska, and other ports in the 
United States. The effect of this amendment would be to transfer jurisdiction 
over water transportation between Alaska and ports in other States from the 
Federal Maritime Board to the Interstate Commerce Commission, and provides 
that pertinent records, tariff schedules, contracts, and other documents in pog. 
session of the Federal Maritime Board be transferred to the Interstate Com. 
merce Commission. The subject matter covered in this title involves a jurisdic. 
tional question as to whether the Interstate Commerce Commission or the Federa] 
Maritime Board should regulate water transportation between ports in Alaska 
and other ports in the United States. 

Enactment of H.R. 6244, 86th Congress, would not directly affect the Depart. 
ment of Defense. Accordingly, the Department of the Army on behalf of the 
Department of Defense defers to the views of those departments and agencies 
which would be more directly affected thereby. 

The fiscal effects of H.R. 6244 cannot be estimated. 

This report has been coordinated within the Department of Defense in accord- 
ance with prescribed procedures by the Secretary of Defense. 

The Bureau of the Budget advises there is no objection to the submission of 
this report. 

Sincerely yours, 
WILzbeErR M. Brucker, 
Secretary of the Army. 


U.S. DEPARTMENT OF THE INTERIOR, 
Washington, D.C., July 20, 1959. 
Hon. OREN HARRIS, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 


DeAR Mr. Harris: This responds to your request for the views of this De 
partment on H.R. 6244, a bill to amend the Interstate Commerce Act, and 
certain other provisions of law, with respect to the regulation of surface trans- 
portation in interstate and foreign commerce to, from, and between points in 
the State of Alaska. 

This bill contains three parts, of which only one, title II, affects directly the 
interests of this Department. The comments contained herein relate to title I 
only. Title I would amend the Interstate Commerce Act, as amended, to pro- 
vide “grandfather” rights for certain motor carriers and freight forwarders 
operating in interstate or foreign commerce within Alaska and between Alaska 
and the other States of the United States, and for certain water carriers op- 
erating within Alaska. Title III would make said act applicable to transporta- 
tion by water between ports in Alaska and other ports in the United States. 

Title II consists to a large degree of restatement of the language of the codi- 
fication of the first paragraph of section 1 of the act of March 12, 1914, (38 
Stat. 305), as amended (48 U.S.C. 301), which is the act authorizing construc 
tion and operation of what is now the Alaska Railroad. Aside from minor 
editing changes, the principal change proposed by this title is to subject the 
Alaska Railroad to part I of the Interstate Commerce Act, which deals with 
the regulatory authority of the Interstate Commerce Commission over privately 
owned railroads. : 

This Department recommends that title II of the bill not be enacted. 

The Alaska Railroad is a federally owned transportation artery, extending a 
distance of 470 miles (main line) from the port cities of Seward and Whittier 
through Anchorage, its headquarters, to Fairbanks. There are four short 
branches. The railroad was constructed under authority of the 1914 legislation 
cited above, and was completed in 1923. For many years it has been operated 
under the direction of this Department. 

The purpose of this operation is not to earn a return on the Government’s 
investment, but rather to perform a public service in assisting in the develop- 
ment of Alaska. Therefore, the railroad has generally not been run in strict 
accordance with all the financial considerations proper to a privately owned 
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railroad, where such financial objectives conflicted with the developmental 
purposes for which the railroad was built. 

The railroad has energetically sought to pare down costs to the lowest prac- 
ticable level, and also to develop new industry which would generate revenue- 
producing traffic. By these and other means it has been abel to show a small 
net margin of revenues over costs (including depreciation ) during each of the 
past 6 years. Simultaneously, the railroad has deliberately refrained from 
increasing the charges for its services to the point that would have been neces- 
sary to earn a substantial return on investment. On the contrary, freight and 
passenger rates have been systematically kept down to levels just sufficient to 
cover costs and to pay for a moderate program of improvements. 

In short, the Alaska Railroad has been and is operated after the manner of a 
municipally owned electric plant, which aims to provide the best possible service 
at the lowest possible rates. Such municipally owned electric plants and other 
publicly owned utilities are not commonly subjected to rate control by outside 
regulatory commissions in this country, since by the terms of their mandates 
they are already engaged in serving the public interest, and there is no necessity 
for regulation to protect the public. Title II of H.R. 6244 fails to take cogni- 
zance of this sharp distinction, well recognized in American practice, between 
publicly owned facilities operated solely in the interest of the consumer or in 
this ease the shipper and traveler, and privately owned facilities which are 
properly entitled to a fair return on the investment of their stockholders. 

Under these circumstances it is not clear to us what purpose is intended to 
be served by subjecting the Alaska Railroad to rate regulation by the Interstate 
Commerce Commission. As pointed out above, such regulation is not needed to 
hold the rates down, since they are already as low as management can make 
them, while still covering necessary expenses. However, it may be that the aim 
of the legislation is to push Alaska Railroad rates higher than at present, 
instead of lower. 

If it is the purpose of title II to force freight and passenger tariffs up, to the 
point necessary to yield a fair return on investment, we are not sure that it 
would achieve that purpose. It has not been the practice in the past for the 
Interstate Commerce Commission to force any carrier to increase its charges, 
except under rather unusual circumstances not present here. 

If a fair return on investment is the objective, meeting that standard would 
certainly require additional gross revenues of at least $38 million or more per 
annum, considering the large capital account. Since present rates result in 
gross revenues annually of approximately $15 million, application of the fair- 
return standard would appear to require a prompt upward adjustment in rates 
on the order of at least 20 or 30 percent. 

We believe that the present system of fixing rates of the Alaska Railroad 
through the administrative control of this Department, at levels sufficient to 
cover necessary expenses but not to yield a substantial profit, has provided 
shippers with a reasonable rate structure and has conformed to the objective 
of assisting in the development of Alaska. We do not believe that shippers 
and the general public would be benefited by imposing on the railroad the addi- 
tional expense necessarily involved in dealing with a regulatory authority, 
unless a need for regulation by an outside agency can be shown. 

If, however, regulation by an outside agency is to be considered nonetheless, 
we recommend that no legislation be enacted unless it also specifies definite 
ratemaking standards to guide the regulatory process. Whether rates should be 
keyed as low as possible to foster economic development in Alaska, or at a higher 
level to attempt to earn a fair return, is evidently a matter of the most funda- 
mental policy for the railroad’s management and for any ratemaking body. If 
legislation should be enacted, we recommend that Congress determine the rate- 
making standards and make no delegation of authority to the ratemaking body 
other than the power to apply such standards. 

An additional element in the problem should be mentioned. Besides the 
statutory direction to aid in the development of Alaska, the railroad also has 
a congressionally assigned duty to support the Alaskan Military Establishment. 
Most of the major military establishments in Alaska are in the railbelt it serves 
and are heavily dependent upon the railroad to supply their most vital needs. 
In a number of ways this additional duty places upon the railroad additional 
burdens and, concretely, additional costs, which a privately owned carrier could 
not be forced to assume. For example, the rail belt will not support profitably 
the two rail ports at Whittier and Seward. Under conditions of normal, pri- 
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vately owned railroading, it could be assumed that one of these two ports would 
be closed. Closure of one of the ports would permit a reduction in both the 
capital investment of the railroad and also in the operating costs now required 
to provide service to both. We doubt that the Defense Establishment would 
agree to a closure of either port, for the purpose of permitting the railroad to 
improve its earnings position. So long, however, as the railroad must accept 
this and similar obligations, it is not free to operate in the manner normally 
contemplated for regulated industries, i.e., with an eye to reducing costs and 
maximizing profits wherever possible. 

Finally, the bill as drafted might force an unintended change in the railroad’s 
accounting syStem, which has, through the expenditure of substantial money 
and effort, been established on the basis of Government standards of business. 
type accounting. We do not believe such a change should be forced without a 
full understanding of the cost and waste which would be involved. 

We recognize that there is a problem of through rates in the Alaska trade 
which makes through billing desirable to the maximum extent possible. Where 
more than one carrier is involved there is no reason why the present practice 
cannot be continued of depending upon the Alaska Railroad for the issuance 
of a through, information tariff. Other carriers can then file proportional tariffs 
covering their segments of the through rates, in the same manner as joint rates 
with Canadian railroads are now filed. 

With respect to draftsmanship, the bill requires correction at a number of 
points. For example, on line 2 of page 15 there is a reference to the issuance 
of securities, although the railroad is not even authorized to issue any secu- 
rities. The bill also contains much obsolete language relating, for example, 
to the construction of the Panama Canal (on p. 16), to the detail of officers 
in the Engineer Corps in the Army or Navy (p. 13, lines 2-4), and to the acquisi- 
tion of any other line or lines of railroad in Alaska (none of which any longer 
exist in the rail belt). If much of the basic statute of the railroad is to be re- 
enacted, we believe it would be desirable in the same act to delete outmoded 
language and to take cognizance of present-day problems. 

The Bureau of the Budget has advised that there is no objection to the 
submission of this report to your committee. 

Sincerely yours, 
RoGer Ernst, 
Assistant Secretary of the Interior. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE Bu DOET, 


Washington, D.C., July 22, 1959. 
Hon. OREN Harris, 


Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 


My Dear Mr. CHAIRMAN: This is in reply to your request of April 14, 1959, 
for a report on H.R. 6244, termed the ‘“‘Alaskan Interstate Commerce Act.” 

Title I of the bill is designed to allow carriers which were operating in Alaska 
when it became a State and which became subject to Interstate Commerce Com- 
mission regulation at that time to obtain as a matter of right the permits neces 
sary to keep operating. The Bureau of the Budget has no objection to the 
enactment of legislation for this purpose. However, the Department of Com- 
merce in its report to your committee indicates that title I also transfers juris 
diction over certain carriers from the Federal Maritime Board to the Interstate 
Commerce Commission, and may authorize Federal regulation of more intrastate 
transportation than in the other States. For the reasons stated by that Depart- 
ment, we recommend that the bill be modified to remove these extensions of the 
Commission’s jurisdiction. 

Title II of the bill would provide for regulation of the Alaska Railroad by the 
Interstate Commerce Commission. The Alaska Railroad is a Government 
agency carrying out congressional policies under the general direction of the 
President. Placing it under the jurisdiction of a regulatory commission would 
inevitably interfere with the President’s responsibility, under the Constitution, 
to insure that the laws enacted by the Congress were faithfully executed by the 
Alaska Railroad. For this reason, and for those stated by the Departments of 
Commerce and the Interior in their reports, the Bureau of the Budget recom- 
mends against title IT. 
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Title III of the bill would transfer regulatory jurisdiction over water carriers 
operating between Alaska and the remaining States from the Federal Maritime 
Board to the Interstate Commerce Commission. The Alaska Statehood Act 
provided that these carriers should remain under the jurisdiction of the Federal 
Maritime Board. We are aware of no change in circumstances which would 
warrant changing this provision at this time. For the reasons stated by the 
Department of Commerce in its report, the Bureau of the Budget recommends 
against enactment of title IIT. 

Sincerely yours, 
PHILLIP S. HUGHEs, 
Assistant Director for Legislative Reference. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, July 22, 1959. 
Hon. OREN HARRIS, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 

Dear Mr. CHAIRMAN: Reference is made to your letter dated July 17, 1959, 
enclosing for our comment a copy of H.R. 6244, proposing an act to be cited as 
the “Alaskan Interstate Commerce Act.” 

Titles I and III of this act provide “grandfather” rights for certain motor 
carriers, water carriers, and freight forwarders, engaged in interstate or foreign 
commerce between points in Alaska on the one hand and, on the other, points 
in other States of the United States or between points in Alaska, which were 
subject to regulation by the Interstate Commerce Commission or the Federal 
Maritime Board prior to August 26, 1958, the date when Alaska was admitted 
to the Union as a State, as well as certain other carriers who were not subject 
to regulation at that time. H.R. 6244 provides that all such carriers or their 
predecessors in interest, who were in operation prior to August 26, 1958, who 
have continued such operations without interruption, shall be granted certificates 
of public convenience and necessity or permits to continue such operations pur- 
suant to the terms of the Interstate Commerce Act, as amended, if applications 
for appropriate certificates or permits are filed with the Interstate Commerce 
Commission on or before July 1, 1959. Since this critical date for the filing of 
applications for “grandfather” rights has already passed, your committee will 
no doubt desire to substitute an appropriate date in the future for compliance 
with the requirement for the filing of such applications. This suggestion applies 
to the date now set out in H. R. 6244: 

(a) On page 3, line 17, 

(b) On page 4, lines 16-17, 
(c) On page 6, lines 15-16, 
(d) On page 7, lines 12-13, 
(e) On page 9, line 8, 

(f) On page 10, line 11, 

(7g) On page 11, line 21, 
(h) On page 23, line 22, 
(i) On page 24, line 25, 

(j) On page 27, line 2. 

Title II of the act deals with the Alaska Railroad, and section 201 of H.R. 
6244, beginning on page 12, line 16, proposes an amendment to the first paragraph 
of section 1 of the act of March 12, 1914 (38 Stat. 305), as amended (48 U.S.C. 
301), designed to bring the operations of the Alaska Railroad under regulation 
by the Interstate Commerce Commission, pursuant to part I, sections 1 to 27, 
inclusive, of the Interstate Commerce Act on and after 180 days from the date 
of the enactment of the Alaska Commerce Act. The only exception to such 
regulation by the Interstate Commerce Commission appears in the exception 
stated on page 14, line 25, and page 15, lines 1 and 2, in the following language: 

“* * * except that approval of the Interstate Commerce Commission 
shall not be required for any extension of such railroad or railroads or for 
the issuance of securities.” 

Because of the proprietary interest of the United States in the Alaska Railroad 
which is wholly owned and operated by the Government, and its role in the 
development of Alaska and the Nation’s defense, we agree that the question 
of extensions of such railroad lines, and the issuance of securities of this carrier 
should be exempt from control by the Interstate Commerce Commission. 
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In addition to the exemption discussed above, there is another area which 
we think should properly be exempt from regulation by the Interstate Commerce 
Commission. The Alaska Railroad is a wholly owned Government entity, op- 
erated under the direction and control of the Director, Office of Territories ang 
Island Possessions, Department of the Interior, pursuant to the provisions of 
Mxecutive Order No. 3861, June 8, 1923, Executive Order No. 6726, May 29, 
1934, and Department of the Interior Order No. 1040, dated February 13, 1936 
See, also, 1950 Reorganization Plan No. 3, effective May 24, 1950 (64 Stat. 1262), 
As a part of the executive department, the Alaska Railroad is required by the 
terms of the Accounting and Auditing Act of 1950 (31 U.S.C. 65 et seq.), to 
establish and observe accounting principles, standards, and systems in accord- 
ance with the requirements prescribed and approved by the Comptroller Genera], 
The current accounting system of the Alaska Railroad was devised jointly by 
the general manager of such railroad, under the direction of the Secretary of 
the Interior, and by our Office, and was approved by us on September 27, 1957, 
This system was designed to include, as an integral part thereof, the account- 
ing, financial reporting, auditing procedures, and budgetary needs of the See- 
retary of the Treasury and the Director of the Bureau of the Budget, as required 
by 31 U.S.C. 66(a). 

The Interstate Commerce Commission is authorized by the terms of section 
20, part I, of the Interstate Commerce Act, as amended, to prescribe a uniform 
system of accounts for use by all carriers subject to regulation under part 1 
of the said act. For example, the Commission is authorized by paragraph 3 
of section 20 to prescribe a uniform system of accounts applicable to any Class 
of carriers, and the manner in which such accounts shall be kept. Title 49. 
United States Code, section 20(5) authorizes the Commission to prescribe the 
forms of any and all accounts, records, and memorandums to be kept by the 
earriers, including the accounts, records, and memorandums of the movements 
of traffic, as well as of the receipts and expenditures of moneys, and further 
provides that “it shall be unlawful for such carriers or lessors to keep any ac- 
counts, records, and memorandums contrary to any rules, regulations, or orders 
of the Commission with respect thereto,” subject to the penalties prescribed 
for the violation of any of these provisions as set out in 49 U.S.C. 20(7), 
While the Commission’s accounting procedures are not entirely incompatible 
with the new accounting system approved for the Alaska Railroad, a number 
of changes would no doubt have to be made in the Alaska Railroad’s present 
system of accounting to bring its procedures into complete harmony with those 
prescribed by the Interstate Commerce Commission for use by other rail 
earriers. In addition to the conflict in accounting systems and procedures, the 
enactment of title II of H.R. 6244 in its present form would require changes 
in reporting and auditing procedures observed presently by the Alaska Railroad 
to meet the requirements of the Treasury Department, the Bureau of the Budget, 
and the General Accounting Office. All of the operations of the Alaska Rail- 
road are now subject to periodic audits by the General Accounting Office, which 
currently are made on a 2-year cycle. Under the provisions of 49 U.S.C. 20(5), 
the Interstate Commerce Commission would be authorized to make separate 
and independent examinations of this carrier’s operations, thereby resulting in 
duplication which would prove costly and time consuming and which would not 
be in the best interests of all concerned, if no changes are made in the present 
language of title II of H.R. 6244. Then, too, a possible conflict of laws would 
be created, since H.R. 6244 does not purport to amend the Budget and Accounting 
Act, 1921, as amended (31 U.S.C. 41 et seq.), nor the Accounting and Auditing 
Act of 1950, as amended (31 U.S.C. 65 et seq.), which lodge jurisdiction with 
our Office to prescribe and approve accounting regulations for departments and 
agencies of the Government. Certainly, from a practical standpoint, it would 
seem unwise to have such an important part of the operations of the Alaska 
Railroad subject to dual control, both by our Office and the Interstate Commerce 
Commission. 

To avoid the unhappy results which the enactment of title II of H.R. 6244 
in its present form would produce, and because of the proprietary interest of 
the United States in the Alaska Railroad, we suggest the following amendments 
to title II of the bill: 

(a) Change the period to a coma after the word “securities” on page 15, 


line 2, and add the following language: “and except as otherwise provided in 
section 202 of this title.” 
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(b) Renumber the section providing for the repeal of the act of April 10, 
1926, relating to free transportation on the Alaska Railroad, beginning on page 
16, lines 18 to 22, as section 203, and add a new section 202 immediately following 
section 201, reading as follows: 


“EXCEPTION TO REGULATION OF ALASKA RAILROAD BY THE INTERSTATE COMMERCE 
COMMISSION 


“See, 202. Notwithstanding the provisions of section 20 of the Interstate 
Commerce Act, as amended, any railroad or railroads established under section 
201 of this Act, while wholly owned and operated by the United States Govern- 
ment, shall continue to be subject to the provisions of the Budget and Accounting 
Act, 1921, as amended (31 U.S.C. 41 et seq.), and of the Accounting and Auditing 
Act of 1950, as amended (31 U.S.C. 65 et seq.) : Provided, That the Comptroller 
Jeneral of the United States in exercising the authority vested in him by such 
Acts, insofar as they related to any such railroad or railroads, shall consult 
with and consider the needs of the Interstate Commerce Commission in connec- 
tion with the discharge of its assigned duties under section 201 of this Act.” 

The language changes suggested above apparently would have the effect of 
accomplishing the intent of the authors of title Il of H.R. 6244 and, at the 
same time, would avoid the conflict of laws which would result should the bill 
be enacted without amendment. We are confident that if our suggestion for 
amendatory language is adopted we can and will cooperate with the Interstate 
Commerce Commission to the end that all needed accounts, records, memoran- 
dums, reports, and records of the operations of the Alaska Railroad will be 
made available to the Commission, and that the proposed regulation of the 
Alaska Railroad by the Interstate Commerce Commission can be accomplished 
with a minimum of confusion and expense to all concerned. 

Other than as noted above, we have no further comments to make at this time 
concerning H.R. 6244. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 

Mr. Moutper. Looking over the schedule of the names of the wit- 
nesses appearing before the subcommittee today, I find that. it will 
be impossible to hear more than four witnesses. Those witnesses as 
listed are Senator E. L. Bartlett, of Alaska: Hon. Ralph J. Rivers, 
a Member of Congress on the House side; Mr. Giles Morrow; Mr. 
James F. Fort; Hon. Kenneth H. Tuggle, Chairman of the Inter- 
state Commerce Commission; Mr. Kirkley 8S. Coulter, legislative ad- 
viser to the Office of Territories; and Mr. Edwin M, Fitch, special 
representative of the General Manager of the Alaska Railroad. 

Chairman Harris has advised me, under such circumstances that 
inasmuch as we cannot hear this morning all of the witnesses, Hon. 
Kenneth H. Tuggle, Mr. Coulter, and Mr. Fitch will not be expected 
to appear to testify until tomorrow morning. 

I make that announcement for their own convenience in the event 
they have other work they wish to do. 

The first witness to appear will be Senator E. L. Bartlett. 

We are very happy to have you, Senator Bartlett. It will be a 
pleasure to hear your statement. 


STATEMENT OF HON. E. L. BARTLETT, A U.S. SENATOR FROM THE 
STATE OF ALASKA 


Senator Barrierr. Thank you, Mr. Chairman. 
These surroundings seem familiar and pleasant. I am happy to 
have the opportunity to testify before you today on H.R. 6244. 












18 ALASKAN INTERSTATE COMMERCE ACT 

Mr. Chairman, adequate and fast transportation provided at rea. 
sonable cost is of prime importance in respect to the economic develop. 
ment of Alaska. 

As early as 1912, the Congress ordered a survey of Alaska’s trans. 
portation needs, and in 1914 authorized the President to locate and 
construct a railroad in the Territory. 

In 1955, the Senate Committee on Interstate and Foreign Com- 
merce, of which I am now a member, held extensive hearings i in the 
Territory of Alaska on the question of ‘the existing chronic transporta- 
tion chaos and, as a result, directed the Interstate Commerce Com- 
mission to make a survey and draw up a plan and recommendation for 
economic and safety regulation of Alaska tr ansporti ation. This was 
done, and the committee held further hearings in Alaska in 1957 on 
these recommendations. 

In 1958 the Congress passed the Alaska Statehood Act: conse. 
quently, certain existing acts relating to commerce became effective, 
while others did not. 

I should like to add at this point, Mr. Chairman, to my written 
statement by saying that Chairman Magnuson of the Sen: ite commit- 
tee wishes to join ‘with me in this statement and he regrets that he 
could not be here to testify before you in person. He was compelled 
to be on the other side of the C apitol on another matter, but he does 
subscribe, as I believe he told you before the hearing started, to the 
statements I am about to make. 

Mr. Mounper. Yes; I heard him make that statement. He re- 
quested that you make the statement and Senator Magnuson was in 
complete agr eement and concurred with the statements ‘whic ‘h you are 
making. 

Senator Bartierr. Thank you, sir. 

The three measures submitted to the Senate in the 86th C ongress 
to regulate Alaska transportation are S. 1507, S. 1508, and S - 1509, 
Introduced into the House was H.R. 6244, embodying provisions simi- 
lar to those of these three Senate bills. 

T feel certain that this committee will give careful consideration to 
the problems presented. 

At the outset, let me call attention to pertinent pars of Joint Me- 
morial No. 13, adopted by the first legislature of the new State: 

Whereas certain of the transportation facilities are now operating under the 
Federal statutes regulating transportation and subject to the jurisdiction of the 
Interstate Commerce Commission ; and 

Whereas the Interstate Commerce Commission in its report to the Senate of 
the United States has recommended that the Alaska Railroad, a Government 
corporation, should be subject to the rate and service regulations of the Com- 
mission; and 

Whereas other transportation facilities in Alaska are not now subject to the 
same or similar regulatory procedures and control ; and 

Whereas this lack of uniformity of regulation has permitted inequitable and 
discriminatory rate practices to the detriment of the shippers and receivers of 
freight in Alaska and such inequities and lack of uniformity will continue to 
exist until proper amendments to the Interstate Commerce Act have been promul- 
gated by Congress : Now, therefore, be it 

Resolved, That we, the Senate and House of Representatives of the State of 
Alaska, do hereby respectfully present to the Congress of the United States and 
particularly to the Senate and House Committees on Foreign and Interstate 
Commerce that they give due and immediate consideration to the questions it- 
volved with relation to the proper amendments to laws governing interstate 
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commerce affecting the broad problems of transportation to, from, and within 
the newly created State of Alaska; * * * 


At the time the Senate Interstate and Foreign Commerce Commit- 
tee directed the ICC to study, plan, and recommend, the committee 
stated : 


The committee realizes that Alaska is beset by a number of chronic trans- 
portation problems that will require the attention of Congress and of the people 
of Alaska for many years if solutions are to be achieved. There is likewise an 
acute transportation problem which needs immediate attention and action: that 
of regulation of competition among carriers serving Alaska. According to the 
testimony, this situation is particularly unhealthy as between motor carriers on 
one hand and the Alaska Railroad on the other. 

At the present time this competition is unrestricted by regulatory statute, 
consequently, there is neither restriction on discrimination against shippers and 
communities, nor provisions of law forbidding unfair diminution of carrier reve- 
nues. Such a state of affairs mitigates against the orderly economic develop- 
ment of Alaska. 

The committee believes that transportation within Alaska and between Alaska 
and the United States should be subjected in the public interest to a reasonable 
measure of clearly drawn regulation which will allow carriers a fair return for 
their efforts and insure the shippers and communities of Alaska reasonable and 
nondiscriminatory rates. 


I call your attention to a review of the laws and exceptions to those 
laws which govern transportation to, from, and within Alaska, as set 
forth in Report No. 435 of the Senate Committee on S. 1508, com- 
mencing on page 4. This review of the statutes that apply and that 
do not apply to Alaska transportation, I think, presents the problem 
to be solved by the Congress. 

A brief review of the jurisdiction conferred on the Interstate Com- 
merce Commission by the advent of Alaska statehood is necessary at 
this point. 

In Senate Report No. 1163, 85th Congress, 1st session, on S. 49, the 
Senate statehood bill, the Senate Committee on Interior and Insular 
Affairs, in commenting on section 23 of that bill, which became sec- 
tion 27(b) of H.R. 7999, the Alaska Statehood Act, Public Law 508, 
85th Congress, stated that it had adopted this provision: 


for the purpose of retaining jurisdiction in the Federal Maritime Board over 
water transportation between Alaska and any other American port. 


It also stated: 


The committee did not feel that the statehood bill was a proper place to change 
the law which is applicable to the complicated conditions existing in the trans- 
portation industry in Alaska. This is particularly true of water transportation. 
Thus, it is the intention of the committee to leave all transportation matters 
for later study and legislation if any is required. In the meantime the authority 
over transportation will remain in the status quo. 


While the language of the report is broad enough to include all 
transportation by all modes of carriage, the plain words of section 
27(b) of the Alaska Statehood Act relate only to water transportation 
and read as follows: 


Nothing contained in this or any other Act shall be construed as depriving the 
Federal Maritime Board of the exclusive jurisdiction heretofore conferred on it 
over common carriers engaged in transportation by water between any port in 
the State of Alaska and other ports in the United States, its Territories, or 
possessions, or as conferring upon the Interstate Commerce Commission jurisdic- 
tion over transportation by water between any such ports. 
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Under section 8(d) of the Statehood Act, all laws of the United 
States have the same force and effect within Alaska as in other States 
in the Union. 

The Commission has, therefore, taken the position that by virtue 
of statehood, all forms of surface transportation operating in inter. 
state or foreign commerce within Alaska and to and from Alaska, 
except for the Government owned and operated Alaska Railroad and 
such water transportation as was excluded by section 27(b) of the 
Statehood Act, became subject to regulation under the Interstate Com. 
merce Act, and related acts, to the same extent that similar transporta- 
tion within and between all of the other States is subject to such regu- 
lations. 

Section 27(b) means that the Commission has no jurisdiction over 
water transportation, except to a limited extent over voluntarily estab. 
lished rail-water rates under section 1(1)(a) of the Interstate Com- 
merce Act, between ports in Alaska and other U.S. ports, nor over 
water transportation in interstate or foreign commerce between ports 
in Alaska over the high seas, including movements between points 
on the Inside Passage, such as Ketchikan, Juneau, and Haines, 

Operations of the latter nature are on the high seas within the 
meaning of the Shipping Act of 1916, and therefore continue to be 
subject to regulation by the Federal Maritime Board. However, since 
no authority was conferred upon the Federal Maritime Board, nor 
withheld from the Commission, by the Statehood Act with respect to 
the regulation of water transportation in interstate commerce between 
points in Alaska, other than over the high seas, such transportation 
became subject to the Commission’s jurisdiction upon the admission of 
Alaska as a State. 

The Government owned and operated Alaska Railroad, the princi- 
pal transportation facility in Alaska, was not, prior to statehood, 
subject to regulation by any regulatory agency, nor did it become sub- 
ject to the Interstate Commerce Commission’s jurisdiction upon the 
admission of the new State. Being an instrumentality of the Fed- 
eral Government, it is extremely doubtful, in the absence of the grant- 
ing of consent by the Congress, that it could become subject to the 
regulatory jurisdiction of the State of Alaska. 

Referring now to the measure before you, the Senate has passed 
S. 1509, an act similar to title I of the House bill, to grant grand- 
father rights to certain Alaskan carriers. 

The committee reported S. 1508 favorably, which is similar to title 
II of your bill, to apply the provisions of the Interstate Commerce Act 
and other acts to the Alaska Railroad. 

Since this bill was reported by the Senate committee a misappre- 
hension has arisen with respect to the measure. Certain Alaska news- 
papers have published articles indicating that ICC regulation would 
immediately lead to at least a 20 percent increase in Alaska Railroad 
rates. 

This statement, I might add, Mr. Chairman, was repeated to me only 
last week by Mr. Robert Anderson, general manager of the Alaska 
Railroad, who indicated a very positive belief that conferring jurisdic- 
tion on the ICC would lead to a minimum increase in Alaska Rail- 
road rates of 20 percent and a maximum increase as high as 30 percent, 
but. I am informed by others, Mr. Chairman, others competent in the 
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transportation field, that this is not so, that it does not necessarily fol- 
low that if the ICC is given regulatory authority, the rates on the 
Alaska Railroad would necessarily increase by between 20 and 30 per- 
cent or be increased at all. 

The provisions of the act of March 12, 1914, establishing the Alaska 
Railroad, give ample reason to believe that the purposes of such act 
was to aid in the development of the Territory and establish trans- 
portation for the military needs of the United States, among other 
things. 

Iam further informed that it is the practice of regulatory bodies to 
take these things into account. Therefore, I am sure that in any pro- 
ceeding to establish rates or valuation only the commercial aspects of 
the Alaska Railroad would be used as the basis of such calculations. 

Mr. Chairman, when testimony is offered to you by the Chairman 
of the Interstate Commerce Commission, his advice on this subject will 
be more authoritative and more meaningful than any I could give you, 
but having had assurances over the months that if the ICC were to be 
given jurisdictional authority the ICC would take into account for 
ratemaking purposes the Alaska Railroad’s Organic Act in respect 
to military needs of that area and the economic development of the 
Territory, I am bound to believe that there would not necessarily be 
any rate increase at all and, further, on this same subject, Mr. Chair- 
man, I would want to say that basically the railroad itself would have 
to apply to the ICC for a rate increase before that regulatory agency 
would be in a position to pass judgment upon the matter. 

It is true, of course, that truckers, for example, might complain 
that the Alaska Railroad rates are too low, and certainly I would 
expect and hope and believe that the ICC would give consideration to 
such a petition, but if that were to occur, all the burden of proof would 
be upon the complaining witnesses to prove their case. 

Under such considerations, it is hard for me to see how Alaska 
Railroad rates could or would be increased by acts which provide 
principally for stabilization of rates unless the railroad, in filing its 
original rates with the Interstate Commerce Commission, sees fit, as 
I say, to file rates increased substantially over the present rate level. 

r. Moutper. That step would have to be taken before they would 
have jurisdiction to proceed ¢ 

Senator Bartiettr. Surely ; that is my understanding. 

I cannot and do not pose as an expert in the transportation field, 
but I take it that the railroad rate increases that have been granted 
in the other States have been granted upon petitions filed by the rail- 
roads themselves and for no other reason. 

Mr. Moutper. Likewise, a petition could be presented for a decrease 
of rates and improvement of service. 

Senator Bartierr. Surely. 

Mr. Movutper. And an increase of service. 

Senator Barrierr. That is right. 

My purpose obviously is to put the shippers in Alaska in a protected 
position in this rate and competition struggle that is now going on, 
and always will go on, under our free enterprise system. 

I want them to get the best deal possible, of course, but, Mr. Chair- 
man, I did refer to the fact that questioning editorials and articles 
have appeared quite recently in the Alaska press, and it is true that 
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this is a matter of vital importance t» every resident of the rail-belt 
area which contains the major part of the population of Alaska. 

I am not in Congress surely to contribute to any movement or to 
spearhead any movement which would lead to a rate increase on the 
Alaska Railroad or by any other form of transportation serving the 
new State. I very sincerely believe that this would not occur if the 
ICC were placed 1 in charge of regulating the rates of the Alaska Rail- 
road, but since, Mr. Chairman “and members of the committee, the 
title Il of your bill and Senate bill 1508 have never been heard jn 
Alaska, it would be my recommendation at this time that you defer 
final action on that title of vour bill to grant this jurisdiction to the 
ICC until the people of Alaska have had further opportunity to ex. 
press themselves on the subject of bringing the Alaska Railroad under 
the jurisdiction of the Interstate Commerce Commission. 

Mr. Sprincer. Mr. Chairman, may L ask a question ? 

Mr. Movper. Mr. Springer. 

Mr. Sprincer. Senator, in that statement I appreciate your honesty 
and forthr iphtness. 

Did I understand you to say that you recommend at this time that 
we defer any action on title IT of the bill ? 

Senator Barrier. If I havea correct recollection of title I. 

Mr. Sprincer. That is the Alaska Railroad ? 

Senator Barrierr. Yes; that is right, Mr. Springer, and I do that 
for the reasons stated. 

I have a feeling that amounts almost to a conviction that a useful 
public purpose would be served by giving the ICC the authority over 
this Government-owned railroad in Alaska which it has over pr ivately 
owned railroads in the other 48 States. 

Mr. Sprincer. Just reading this, and this is only a comment, I 
“ae the rest of this bill, and I am just guessing, probably will pass. 

I doubt, if you insisted on the objective of title II being in this bill, 
that you would get it through, because this title II is very extensive 
on what it requests the President to do, such as on page 13, where 
it says: 

* * * to designate and cause to be located a route or routes for a line or 
lines of railroad in the Territory of Alaska not to exceed in the aggregate one 
thousand miles. : 

Seantor Barrierr. Mr. Chairman, I think that is merely a repeti- 
tion of the 1914 act. 

Mr. Sprrncer. How many miles of railroads are there in Alaska! 

Senator Barrierr. There are two lines: One, the Alaska Railroad 
to which we refer, owned by the U.S. Government; the second line 
originating in the wonder ful community which Dr. Stevenson used 
to call home. er ay, extending to W hitehorse and Yukon Territory, 
and owned in Canada and in E ngl: and. 

Mr. Se The authorization in this bill would increase it almost 
double: would it not ? 

Senator Bartrietr. No, sir. 

What you are reading, I am sure, Mr. Springer, is language from 
the organic act of 1914 by which the Alaska Railroad was created. 
This title doesn’ propose any extension. 

What page is that, Mr. Springer? 

Mr. Moutper. Title IT? 
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Senator Bartietr. Yes. 

Mr. Moutper. Page 12. 

Senator Barttett. I see now, Mr. Springer. 

Mr. Sprincer. Page 13, lines 5, 6, 7, and 8. 

Senator Bartiett. This confers no authority on the President with 
respect: to railroad location in Alaska. It merely amends that 1914 
law by giving the ICC jurisdictional authority, or that is the atten- 
tion of it. or 

Mr. Serincer. That is the only additional authority that is granted 
in this bill in title I1 4 

Senator Barrierr. That is the only basic change. 

Mr. Sprincer. That isall,Mr.Chairman. Thank you. 

Senator Bartterr. In any case, Mr. Springer, you are correct; I 
do recommend deferment of consideration of title II] for the reasons 
stated and, basically, they are that this is a matter of moment to the 
people of Alaska and they have a right to be heard onit. | 

Mr. Sprincer. Might I ask another question, Mr. Chairman. 

Mr. Moutper. Yes. 

Mr. Sprtncer. Senator, at the present time is the railroad, the ap- 
proximately 550 miles of it, Government owned ? 

Senator Barrierr. Five hundred and forty-one miles extending 
from Seward through Anchorage to Fairbanks and interior Alaska 
with certain branch lines, including the one from the deepwater 
port of Whittier. 

Mr. Sprincer. Is that Government owned ? 

Senator Barruerr. All of it 1s Government owned. All of it is 
owned by the Federal Government. It was built by the Federal Gov- 
ernment and has .been operated by the Federal Government under 
the Department of the Interior. 

Mr. Sprincer. In addition, are there any other Government-owned 
or subsidized bus lines, maritime, or communications, other than this 
railroad, that are Government owned ? 

Senator Bartierr. No, sir. 

Mr. Sprincer. That is all, Mr. Chairman. 

Senator Barrterr. Therefore, it is my hope that the situation may 
come to pass this autumn that hearings might be held in Alaska, on 
the whole bill if necessary, and I would like to express the hope now 
that perhaps a subcommittee from this committee might participate 
in those hearings, and I think joint hearings between the Senate and 
the House committees might be very useful and would be calculated 
to bring out all available information on the home grounds, as it were. 

Mr. Chairman and members of the committee, S. 1507, introduced 
at the request of the Interstate Commerce Commission by Chairman 
Magnuson, contains provisions comparable to title ITI, which would 
establish the jurisdiction of the [CC over water carriers operating 
between Alaska and the ports of the remaining States. This bill was 
not approved by the Interstate and Foreign Commerce Committee 
after extensive hearings on the subject had been held. 

_An alternative proposal was made by Chairman Magnuson to pro- 
vide that Alaska transportation be made subject to a joint board com- 
posed of one member each from the Federal Maritime Board, the In- 
terstate Commerce Commission, and the Civil Aeronautics Board. 

I intend to introduce two proposals in respect to a joint board. 
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Under one proopsal, the establishment of through routes and joint 
rates would be permissive as to common carriers serving Alaska, Up. 
der the other joint board proposal, such arrangements would be 
compulsory, so | intend to introduce both so views may be solicited on 
both and so the Congress may ultimately make its determination as 
to which, if either, course of action should be followed. 

The important thing, it seems to me, is to pomes a legal means by 
which a shipper can make a single contract by use of one set of ship. 
ping documents that is legally binding on all carriers handling trans. 
portation of freight between Alaska and the other States. 

I should like to emphasize and underscore every word of that para- 
graph, Mr. Chairman, because this is one of the keys of which we are 
not now in possession, but which we need desperately to give us 
cheaper freight rates and more effective transportation. 

Joint rates cannot now be filed. 

In considering the regulation of water carriers as provided in title 
IIT of H.R. 6244, I commend to the House committee the joint board 
approach as a suitable alternative. 

It is my hope and expectation that expression from the people of 
Alaska on S. 1508 may be made at a reasonably early date. That is 
to say, I do not recommend that consideration of the provisions in- 
corporated in S. 1508 and title II of H.R. 6244 be indefinitely delayed. 
It is my hope and expectation that final action be taken at the next 
session of this Congress. 

I should think it would be most useful if title I of H.R. 6244 could 
be reported by your committee promptly so that grandfather rights 
may be conferred upon Alaska’s truckers without further delay. 

Parenthetically, I will say that this is the only provision of the 
House bill to which violent exception has not been noted by one in- 
terest or another. So far as I am aware, there is no opposition to this 
from any source, a rather remarkable state of affairs. 

Since the Senate committee is not going to consider S. 1507 further 
at this time, it may be properly assumed that the joint board pro- 
posal which will be offered as an alternate probably cannot, on account 
of lack of time, receive congressional action at this session. 

There is every reason to believe that the proposals concerning the 
joint board can also be acted upon promptly at the session beginning 
in January. 

If a joint board proposal is accepted by the Congress, and if grand- 
father rights for truckers are established, this would represent two 
important advances in bringing stability to the Alaska transportation 
industry. 

My concern is that if the regulatory body having jurisdiction of 
railroads elsewhere, namely, the Interstate Commerce Commission, is 
not granted authority over the Alaska Railroad, we shall be con- 
fronted by a continuation of the remaining elements of the regulatory 
chaos from which Alaska is now suffering in the transportation field. 

For this reason I want the people of Alaska to have full opportun- 
ity to examine the proposition for conferring jurisdiction in this field 
upon the ICC. When they have done so, I am confident it will be 
agreed that the Department of the Interior should not be left inde- 
pendently in charge of the setting and maintenance of railroad rates. 
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Now that we are a State, Alaska needs more than ever a uniform, 
stabilized transportation system. 

In conclusion, Mr. Chairman and members of the committee, I 
should add here, and I want to add here, that we have no complaint 
generally speaking with the overall rate structure which has been 
maintained by the Alaska Railroad over the years. _ 

There are specific complaints about specific actions, true enough, 
and, these will come to your attention when and if hearings progress 
upon this measure, but it is not because we are mad at the Depart- 
ment of the Interior or that we are provoked at the management of 
the Alaska Railroad that some feel quite strongly, as I do, that the 
ICC should be put in charge. It is that we do not see any other way 
that we can have a uniform system in respect to transportation. 

Thank you very much. 

Mr. Movuuper. Any questions? 

Mr. Sperincer. No. 

That isa very good statement, Senator. 

Senator Bartierr. Thank you, sir. 

Mr. Movtper. I wish to compliment you, Senator Bartlett, for the 
fine statement you have made and giving us the benefit of your know]- 
edge and information on this subject. All of us are familiar with 
and proud of your great service and outstanding record in Congress. 

Senator Barrierr. You are very kind to give me all this time and 
[appreciate it. ‘Thank you. : 

Mr. Moutper. I certainly hope this committee can follow your rec- 
ommendations and proceed on title I and hold hearings in the State 
of Alaska. 

Senator Bartierr. I hope most seriously, Mr. Chairman, that you 
will all give this real consideration because only by going there, I sug- 
gest, only by talking with the people, can their attitudes on this and 
related propositions be discovered. 

Thank you. 

Mr. Moutper. Thank you very much. 

Senator Bartierr. Mr. Chairman, I should say with your per- 
mission that this bill is of such interest and importance to me that 
ordinarily I would stay right here through your hearings, but I have 
to testify before the Senate Appropriations Committee. I hope you 
will excuse me. 

Mr. Moutprr. I understand that. 

Thank you very much, Senator. 

The next witness is Congressman Ralph J. Rivers of Alaska. 


STATEMENT OF HON. RALPH J. RIVERS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ALASKA 


Mr. Rivers. Mr. Chairman, I appreciate the opportunity to be 
heard in regard to H.R. 6244 on the subject of regulating surface 
transportation in interstate and foreign commerce to, from, and be- 
tween points in the State of Alaska. 

Title I of this bill, which is the same as S. 1509, is the one phase 
to which I wish to lend my support. 
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To quote from the favorable report submitted by the Senate Com. 
mittee on Interstate and Foreign Commerce, printed under date of 
July 16, 1959: 

The purpose * * * is to provide for rights to carriers to continue the opera. 
tion of previously unregulated transportation service brought under the pro- 
visions of the Interstate Commerce Act as a result of the admission of Alasky 
to the Union. The procedure is known as the granting of grandfather rights, 

As set forth m said report, there is ample precedent for the use of 
a so-called grandfather clause in congressional legislation. 

Affected “by title I of H.R. 6244 would be common and contraet 
motor carriers and freight forwarders operating to, from, and within 
Alaska in interstate or foreign commerce and water carriers oper- 
ating in interstate or foreign commerce within Alaska, except. for 
water carriers operating between Alaskan ports over the high seas, 

It should be noted that water carriers operating between ports jp 
Alaska and ports of other west coast States were, by the terms of the 
Alaska Statehood Act, kept under the jurisdiction of the Federal 
Maritime Board. 

Since the carriers and freight forwarders who would get the bene- 
fit of the grandfather rights established their businesses prior to state- 
hood and have already come under the jurisdiction of the ICC, | 
consider it to be very important that title I of H.R. 6244 be enacted 
into law and thereby effectuate their right to continue in business 
without costly hearings, and to also have ‘the benefit of liberal certifi- 
sates without a lot of restrictions as to commodities, intended use, et 
cetera. 

This aspect of the situation is clearly discussed on page 3 of the 
Senate committee report I have mentioned and enjoins the ICC to 
follow the spirit of the statement in the Transportation Act of 1958 
which deplores overregulation and restrictiveness which leads to 
endless proceedings for successive certificates and untold complications, 

I strongly recommend that the report which will be submitted by 
this committee express the same legislative intent on this score as that 
set forth in said report of the Senate committee. 

Because the situation in regard to surface transportation in Alaska 
is complicated, the Senate committee saw the desirability of adopting 
certain amendments to S. 1509 as originally drafted. 

The first amendment would affect line 18 of page 2 of H.R. 624 
by changing the critical date for allowance of grandfather rights 
from August 26, 1958, the date upon which the people of Alaska rati- 
fied statehood at the polls, to May 15, 1958. This latter date has no 
historical significance and I favor retention of August 26, 1958, pro- 
posed by the ICC, as the critical date, for both of said reasons. 

The second amendment would affect line 17 on page 3 of H.R, 624 
by changing the deadline for filing applications in quest of grand- 
father rights from July 1, 1959, to December 31, 1959. Because of the 
timelag which has been involved i in this legislation, such date should 
obviously be fixed not earlier than December 31, 1959, and, of course, 
where such date is mentioned on subsequent pages, the bill should be 
made to conform. 
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The third amendment would affect line 17 of page 4 of the bill by 
interlineating before the word “pending” the following language: 

Provided, however, That common carriers of passengers by motor vehicle 
shall, as a condition precedent to the establishment of rights hereunder, show 
compliance with the applicable acts of the State of Alaska and the rules and 
regulations of the Alaska Bus Commission. 

The fourth amendment, affecting freight forwarders, would delete 
line 3 on page 11 and strike the “portion in parentheses on lines 6 
through 11, same page, and substitute the following: 

* * * which service either would have been service subject to this part or which, 
in conjunction with the services of other carriers, resulted in the transportation 
of property between suc h places whether or not all of such transportation would 
have been service subject to this part. * * * 

Remainder set forth on pages 6 and 7 of said Senate committee report. 

The fifth amendment would affect H.R. 6244 by adding a new sec- 
tion at the end of title I on page 12 of the bill to enable continuance 
of the use of through bill of lading, a single factor through rate, and 
single « arrier responsibility from store door at point of shipment to 
store door in Alaska, by utilizing the three modes of transportation— 
steamship, truck, and r ailroad, continuing the trucks used under such 
arrangement, although nonvessel carriers, under jurisdiction of the 
Fede al Maritime Board. 

The new section would amend section 303(e) of the Interstate Com- 
merce Act by addition of a new subsection, as follows: 

(3) Notwithstanding any other provision of this act, any common carrier by 
motor vehicle which was engaged also in operations between the United States 
and Alaska as a common carrier by water subject to regulations by the Federal 
Maritime Board under the Shipping Act of 1916, as amended, and the Inter- 
coastal Shipping Act of 1933, as amended, prior to January 3, 1959, and has so 
operated since that time, shall as to such operations remain subject to the 
jurisdiction of the Federal Maritime Board. 

I consider that all the amendments I have discussed, except change 
of the critical date, are realistic and meritorious as needed clarifica- 
tions, and I earnestly support same. 

Title IT of H.R. 6244, which would put the Government-owned and 
operated Alaska Railroad under the ratemaking and regulatory power 
of ICC, is not so clear. 

It appears that, if given the authority to do so, the ICC would apply 
the same policies in establishing freight rates and tariffs for the 
Alaska Railroad as it applies to privately owned railroads. Inasmuch 
as the Alaska Railroad, completed in 1923, was built as a Federal in- 
strumentality to develop Alaska and has through the years been op- 
erated by the Department of Interior for that purpose on a basically 
nonprofit basis, considerable fear is being expressed that passage of 
S. 1508, title IT of H.R. 6244, would Jead to a substantial increase in 
freight charges and thereby further inflate Alaska’s already inflated 
economy. 

Thus the passage of H.R. 6244 would constitute a radical change 
in policy not thoroughly explored for the purposes of this act, or at 
the very least delegate to the ICC the power to make such policy 
change. This phase of the matter is clearly set forth along with 
other criticisms of S. 1508 in the minority views of certain members 
of the Senate Committee on Interstate and Foreign Commerce. 
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These minority views definitely impress me and force me to the 
conclusion that unless and until a great need becomes apparent for 
putting the Alaska Railroad under the jurisdiction of the ICC, I wil] 
be opposed to such legislation as S. 1508 an dtitle II of H.R. 6244, 

In order to conserve the time of the committee, I will speak only 
briefly about title III of H.R. 6244, S. 1507, which would transfer 
jurisdiction of certain water carriers from the Federal Maritime 
Board to the ICC. 

Inasmuch as the Senate committee did not report S. 1507, it follows 
that said bill did not have enough support to make it legislative] 
feasible. Reference, however, to the statements of persons who testi- 
fied before the Senate committee, which statements, or similar views, 
will probably be submitted to this committee, show that there is vig. 
orous opposition on the part of the vessel owners as well as the mari- 
time unions. 

The testimony shows that there is no continental railroad service 
from the other 48 States to Alaska paralleling the routes of the water- 
borne vessels, and therefore no necessity from a regulatory standpoint 
of taking jurisdiction over such vessels from the Federal Maritime 
Board and giving it to the ICC. 

In view of the many doubts which have arisen as to the advisability 
of S. 1507, title III of H.R. 6244, I wish to be recorded at this time 
as opposed to same. 

As to establishment of through freight rates involving carriage of 
cargo by more than one type of carrier, solutions could be worked out, 
in case conflicts arise, through the establishment of a joint board 
composed of members of the Federal Maritime Board, the Interstate 
Commerce Commission, and the Civil Aeronautics Board. This sub- 
ject is presently under study by the Senate Committee on Interstate 
and Foreign Commerce. 

Thank you, Mr. Chairman and members of this committee, for the 
opportunity you have afforded me to submit my views in regard to all 
the phases of H.R. 6244. 

As I said, title I, which has to do with the grandfather rights, is 
the one phase of the bill which I fully support, but I think there area 
few helpful comments that I could make. The Senate committee, 
which. reported S. 1509, the equivalent of title III of this bill, saw fit 
to make several amendments, and those amendments are really quite 
important and they clarify the situation. 

The whole thing is rather complicated, so I have studied the report 
rather carefully and commend to this committee those amendments 
which were prepared and worked out by the Senate committee. 

As can be observed from my statement, the only amendment that I 
have not subscribed to is the one changing the critical date from Au- 
gust 26, 1958, to May 15 of 1958. 

The bill as drafted has the date of August 26, 1958, as the critical 
date with reference to which grandfather rights would apply. That 
happens to be the date that the people of Alaska voted for ratification 
of statehood and it has a historic significance and I do not see why the 
Senate changed it back to May 15, 1958. 

The Senate report on what is the equivalent of title I of the House 
bill here also points out a matter of policy which it recommends to the 
ICC in connection with these grandfather rights. The Senate points 
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out, and I meee that it is very important, that this title I should be 
acted into law. 
or. Moutper. Is that the same as S. 1509? 

Mr. Rivers. Yes; that is the equivalent of S. 1509 and your title I of 
this bill is the equivalent of S. 1509. 

Because those people were operating up there prior to the time 
when they came under the jurisdiction of the ICC, with the advent of 
statehood, I think it is important to establish these grandfather rights, 
but it is pointed out that the ICC should be fairly liberal in the terms 
of the grandfather certificates. 1 

History has shown that in certain instances, and there are ample 

recedents for granting grandfather rights in transportation matters, 
the ICC has circumscribed its grants of grandfather rights with very 
limited authorizations, specifying what type of cargo a particular 
truck carrier can haul, and various complications. The Senate com- 
mittee recommends to the ICC that it be liberal and not try to be 
severely restrictive in conenction with its grants of certificates under 
the grandfather rights. _ 3 tons 

I recommend that particular part of the Senate committee’s report 
and think that it could very well be included in the report of the 
House to show the same legislative intent. 

Mr. Sprincer. Just for clarification, did you say that all of those 
carriers, both water and motor, common and public, that are in title I 
are now subject to the jurisdiction of the Interstate Commerce Com- 
mission at the present time ? 

Mr. Rivers. Yes; they are. The very advent of statehood, with the 
exception of those carriers operating between Seattle and Portland 
over the high seas, brought all those carriers under the ICC so they are 
already under the jurisdiction of the ICC. 

The important thing now, in the interest of straightening matters 
out, is to adopt this law which defines the grandfather rights. 

One other amendment is probably necessary. 

The bill was drafted to fix July 1 as the date by which the truckers 
could apply for their certificate under grandfather rights and the time 
has already gone by so the Senate changed that to read December 31, 
1959. I think that the time for filing such application should not be 
earlier than December 31, 1959. Even that might not prove to be 
quite far enough away, but I point that out to the committee. 

There is another amendment to the bill which I have pinpointed. 
It is referred to in my statement as the fifth amendment to S. 1509. 

The language that is proposed by the Senate is to enable continuance 
of the use of a through bill of lading, and a single factor through rate, 
and single carrier responsibility from store door at point of shipment 
to store door in Alaska, by utilizing the three modes of transporta- 
tion—steamship, truck, and railroad, continuing the trucks used under 
such arrangement, although they are nonvessel carriers, under juris- 
diction of the Federal Maritime Board. 

That is the tie-in that is necessary for a very well-established service, 
store door in Seattle or Portland to store door in Alaska, utilizing all 
these three forms of transportation, and the Senate has come up with an 
amendment which I referred to on page 4 of my statement which 
will make it possible to continue that type of service, and I recom- 


mend that to the committee. It is fully explained in the report issued 
by the Senate committee. 
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Now, then, gentlemen, regarding title II of H.R. 6244, which woulq 
put the Government-owned and operated railroad under the rate. 
making and regulatory power of the ICC, I find that I am unable to 
see that there is a clear case at this time for taking that step. 

As I said, it appears that if given the authority to do so the ICC 
would apply the same policies in establishing freight rates and tariffs 
for the Alaskan Railroad as it applies to privately owned railroads, 

Inasmuch as the Alaska Railroad, completed in 1923, was built ag 
a Federal instrumentality to develop Alaska and has through the years 
been operated by the Department of the Interior for that purpose on g 
basically nonprofit basis, considerable fear is being expressed jp 
Alaska that passage of title II of H.R. 6244 would lead to a substantia] 
increase in freight charges and thereby further inflate Alaska’s qj. 
ready inflated economy. 

I am not saying, as Senator Bartlett pointed out, that the ICC 
would necessarily fix rates higher than are now fixed by the railroad 
on a noncompetitive basis in the interest of uniformizing tariffs that 
would make it easier for the trucks to compete with the railroad, but 
it could be done. 

I certainly join with Senator Bartlett in extending an invitation 
to the members of this committee to come to Alaska and only hope 
that I may be there to be helpful to my colleagues if such a hearing 
takes place in Alaska. 

With respect to title III of H.R. 6244, which, as I said, was §, 
1507 in the Senate and was not reported out by the Senate, it is highly 
controversial and probably needs a great deal more explanation, 
Therefore, at this time I am not in a position to support title III of 
H.R. 6244. 

I thank you very much. 

Mr. Moutper. Are there any questions? 

Mr. Sprincer. No. 

Mr. Movtper. Mr. Derounian ? 

Mr. Derountan. No. 

Mr. Movunper. Summarizing your recommendations, I understand 
you are in complete concurrence and agreement with Senator Bart- 
lett that this House bill should be amended by striking all that por- 
tion of the bill following title I? 

Mr. Rivers. I do. 

Mr. Movutper. Subject, of course, to the amendments that you have 
agreed to that were adopted on the Senate side in respect to title I. 

Mr. Rivers. Mr. Chairman, that is exactly my position, and I do 
recommend those amendments because they certainly help the bill. 

Mr. Movutper. The next witness is Mr. Morrow of the Freight For- 
warders Institute of Washington, D.C. 

Proceed, Mr. Morrow. 


STATEMENT OF GILES MORROW, PRESIDENT AND GENERAL 
COUNSEL, FREIGHT FORWARDERS INSTITUTE, CONTINENTAL 
BUILDING, WASHINGTON, D.C. 


Mr. Morrow. Mr. Chairman and members of the committee, my 
name is Giles Morrow. I am president and general counsel of the 
Freight Forwarders Institute. My business address is room 401, Con- 
tinental Building, 1012 14th Street NW., Washington, D.C. 
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The Freight Forwarders Institute is a national association main- 
tained by and in the interest of freight forwarders. All of the mem.- 
bers of the institute are subject to regulation under part IV of the 
Interstate Commerce Act, which was enacted in 1942. Some of the 
member companies, either directly or through subsidiaries, are en- 

in foreign commerce. 
f peered members of the institute, including all of the largest com- 
anies and some of the smaller companies, have been and are pro- 
viding service to and from Alaska. a 

We are concerned with the provisions of H.R. 6244 only insofar 
as they provide grandfather rights for freight forwarders and au- 
thorize the use of essential additional carriers in the provision of 
service to Alaska. We have no position with regard to other pro- 

isi f the bill. : 

The ieneae Committee on Interstate and Foreign Commerce held 
hearings in May of this year on three separate bills which, combined, 
are the same, in substance, as H.R. 6244. 

I testified in behalf of the forwarding industry with regard to the 
Senate bills, and certain amendments which the industry supports 
were incorporated in S. 1509, which was passed by the Senate on July 
6, 1959, and is now before your committee. a 

As a convenient means of explaining our position on H.R. 6244, I 
would like to make brief reference to the Senate bills. ; 

Title I of H.R. 6244, beginning on page 2 of the bill and running 
through line 12 of page 12, corresponds to S. 1509, as introduced. 

Title II of H.R. 6244, beginning on page 12 and extending through 
page 16, corresponds to S. 1508, as introduced. 

itle III, beginning on page 17 and running through to the end of 
H.R. 6244, corresponds to 8. 1507, which the Senate committee has not 
seen fit to report. é 

A freight forwarder grandfather clause is contained in both title I 
and title IT of H. R. 6244. 

Section 106 of title I of the bill amends section 410(a) of the Inter- 
state Commerce Act by adding a new paragraph (2) thereto, which is 
a grandfather provision applying to forwarders other than those 
whose Alaska operations are subject to regulation as common carriage 
by water. 

"Section 305(b) of title IIT of the bill also amends section 410(a) of 
the act by providing a grandfather clause applicable to persons who 
are freight forwarders but whose operations have heretofore been reg- 
ulated as common carriage by water. 

Parenthetically, I might add that if both of these titles should be 

assed, the numbering of one of these two grandfather clauses will 
al to be changed. , 

The bill provides two grandfather clauses because the Federal Mari- 
time Board exercises jurisdiction over some freight forwarders, and 
other carriers who do not operate or control vessels but who, never- 
theless, have been considered common carriers by water. On investi- 
gation by the Board to determine the status of such carriers under 
the shipping acts is pending. That is in docket 815 of the Federal 
Maritime Board. 

Two members of the Freight Forwarders Institute have tariff on 
file with the Federal Maritime Board, and, presumably, the second 
grandfather clause, as set forth in title II of the bill, would apply to 
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them. All others would be covered by the clause appearing in title | 
of the bill. 

The provisions of this legislation which transfer jurisdiction over 
water carriers from the Federal Maritime Board to the Interstate 
Commerce Commission encountered strong opposition when hearings 
were held by the Senate committee. 

Bill S. 1507, which corresponds to title III of H.R. 6244, has not 
been reported. The Senate committee, nevertheless, did undertake 
to provide, in S. 1509, that all freight forwarder service to, from, and 
within Alaska shall be subject to regulation by the ICC and that 
grandfather rights shall accrue to the companies providing the sery- 
ice. Thus the grandfather clause appearing in section 6 of S, 1509, 
as it passed the Senate, was amended so as to apply to all forwarders, 

> ; : ; : ; : 

The method by which this was accomplished is explained in the 
Senate committee report, No. 399, as follows: 

Another recommended amendment strikes out the parenthetical phrase in 
section 6 of the bill as introduced, which reads: “(other than a person whose 
operations to, from, and within Alaska are subject to regulation by the Federal 
Maritime Board as a common carrier by water under the Shipping Act of 
1916, as amended, and the Intercoastal Shipping Act of 1933, as amended, but 
whose operations would be those of freight forwarded under the Interstate 
Commerce Act).” 

Under part IV of the act freight forwarders must provide through service, 
under a through bill of lading evidencing single responsibility, from origin to 
destination. It was feared that the above-quoted phrase might have had the 
effect of denying grandfather rights to some freight forwarders because of the 
manner in which they have heretofore conducted the water portion of their 
transportation to Alaska. §S. 1507, which is still before the committee, would 
have prevented such a situation by providing a similar grandfather clause for the 
benefit of this type of forwarder. In striking out the excluding phrase in section 
6 of 8. 1509, it is the intent of the committee to provide grandfather rights to all 
freight forwarders that have been and are serving Alaska irrespective of the 
manner in which the water movement has been taking place. 


If your committee approves and reports H.R. 6244 in its entirety, 
including title III which contains the grandfather clause applicable to 
forwarders deemed carriers by water, the change referred to above 
need not be made in the clause appearing in title I of this bill. Other- 
wise, the change described above should be incorporated in section 106 
of the bill. 

While our industry supports S. 1509, as passed, on the assumption 
that it provides grandfather rights for all forwarders, if there is any 
possibility that it does not accomplish that purpose, we would advo- 
cate still further amendment of the bill. 

The Senate bill does not, by its terms, amend or change section 27(b) 
of the Alaska statehood bill, which retains jurisdiction over water 
carriage in the Federal Maritime Board. Therefore, if title III of 
H.R. 6244 should not be passed, we suggest, for your consideration, 
that said section 27(b) of the statehood act be amended to the limited 
extent of making certain that forwarder operations are subject to the 
jurisdiction of the ICC whether they were heretofore conducted as 
common carriage by water or not. 

Under part IV of the act a forwarder must assume through bill of 
lading responsibility in his own right, and cannot interchange with 
others. Thus, if jurisdiction is divided, forwarders might be unable 
to provide any service to Alaska. 
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I would like to depart from text there, Mr. Chairman, to say I am 
sorry I have not undertaken to work out the wording of a suggested 
amendment to title I of the bill to accomplish what I suggest. 

The Senate committee, by the amendment which I referred to a 
minute ago, undertook to bring all freight forwarders under the juris- 
diction of the ICC and so stated in its report, but after examining 
carefully all of the law on the subject, I am not quite sure that the 
Senate committee has accomplished that purpose. It was the evident 
intent. ; 

Since freight forwarders, unlike physical carriers, have to provide a 
complete service from origin to destination, it is almost essential that 
their entire operation be subject to the ICC. Otherwise, there might 
beagap intheirservice. — 

Whether those two freight forwarders who have been considered 
common carriers by water in the operation between ports in Alasks 
and other ports in the United States could provide a service under 
some joint board arrangement, I don’t know. 

If your committee considers in connection with this bill the joint 
board approach that Senator Bartlett mentioned a while ago, I would 
like further opportunity to comment to your committee on how that 
might affect the freight forwarders. 

Mr. Movxper. Certainly you will be accorded that opportunity. 

Mr. Morrow. My remarks thus far have been based on the possibility 
that only one grandfather clause might be enacted. 

If we assume that H.R. 6244 will be enacted in its entirety, with 
both forwarder grandfather clauses included, we think the clause in 
title III of the bill is adequate without amendment. 

The clause appearing in section 106 of title I of the bill will need 
still further amendment to accomplish its intended purpose. As now 
worded, the clause applies only to those persons who, on August 26, 
1958, were in operation “as a freight forwarder.” 

It is doubtful whether any person could be deemed to have been 
in operation as a freight forwarder, as that term is defined in part IV 
of the act, on the date specified. The ICC did not have jurisdiction 
over forwarder service at that time, and there was no requirement for 
any particular method of operation, nor were forwarders using the 
types of carriers in such service which the act specifies that they must 
use. 

As a practical matter I understand that it was necessary, in most 
instances, for forwarders to operate in conjunction with water common 
carriers in order to provide service to Alaska, with a combination of 
rates and services. 

To make certain that the grandfather clause protects the rights of 
forwarders to continue to serve Alaska, irrespective of the methods 
by which such service has heretofore been provided, the Senate com- 
mittee amended the clause as shown in section 6 of bill S. 1059 as it 
was passed. 

I will not burden the record by repeating here the Senate changes, 
but we urge your committee to incorporate them in the clause appear- 
ing in section 106 of bill H.R. 6244. 
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The Senate report on S. 1509 explains the necessity for such changes 
as follows: 


After hearing testimony from a witness representing the freight-forwarding 
industry, the bill was amended so as to confer grandfather rights on freight 


forwarders whether they were operating on the critical date in the conventiong} 
manner described as freight forwarding in part IV of the act, or were operating 
in conjunction with other carriers to provide service to or from Alaska. As the 
witness pointed out, there was no requirement prior to the admission of Alaska 
as a State that freight forwarders operate in the manner described in part Iy 
of the act except insofar as the transportation took place within the Uniteg 
States. The new section, as amended, would protect the right of freight for. 
warders to continue to serve Alaska irrespective of the method by which such 
service was provided in the past. 

I may say that I understand the Interstate Commerce Commission 
fully supports these changes in title I of the bill insofar as they apply 
to freight forwarders, and I am sure that Chairman Tuggle will so 
advise your committee when he appears. 

Certain changes in the dates shown in the grandfather clauses were 
incorporated in S. 1509. We suggest that the same changes be made 
in the corresponding dates shown in H.R. 6244. 

By passage of time, the filing date of July 1, 1959, has become im- 
possible to meet, and December 31, 1959, is a realistic deadline for the 
filing of grandfather applications. 

Now let me direct attention to section 107 of H.R. 6244, which would 
amend section 418 of the Interstate Commerce Act. 

Section 418 of the act makes it unlawful for freight forwarders 
to— 
employ or utilize the instrumentalities or services of any carriers other than 
common carriers by railroad, motor vehicle, or water, subject to this act; express 
companies subject to this act; * * *, 
or certain other carriers not here involved. 

The bill would amend the section so as to authorize forwarders to 
utilize the Alaska Railroad and common carriers by water operating 
between Alaskan ports and between such ports and other ports in the 
United States, irrespective of the jurisdiction over such water carriers. 

The proposed amendment of section 418 is a purely remedial change 
in existing law. It should be pointed out, however, that such change 
would be unnecessary if those other provisions of H.R. 6244 which 
transfer jurisdiction over water carrier service to and from Alaska, 
and over the Alaska Railroad, to the ICC, should be enacted. 

Forwarders already are authorized to use railroads and water car- 
riers subject to regulation under the Interstate Commerce Act. Never- 
theless, the section should be retained in the bill as a matter of caution. 

In passing it should be noted that further amendment of section 418 
may be necessary in the near future. Admission of Hawaii as a 
State will create additional problems with regard to the underlying 
carriers which forwarders may use. And in serving the new States, 
forwarders will undoubtedly find it necessary and advantageous to 
employ methods of operation known as piggyback or fishyback, 
whereby freight is transported on vessels in the same units or con- 
tainers in which it moves by land. 

Although, as the legislative history shows, the sole purpose of sec- 
tion 418 is to insure that freight forwarders, being common carriers 
themselves, may not utilize contract carriers, some question has been 
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raised as to their authority, under section 418, to employ methods of 
operation whereby they supply some of their own equipment. We 
think such contentions are so clearly lacking in merit that we do not 
presently suggest any further change in section 418. 

Mr. Moutper. Thank you very much. 

Mr. Morrow. That completes my statement. 

Mr. Moutper. Thank you very, very much, Mr. Morrow. 

The next witness is Mr. James F.. Fort, who is the chief counsel of 
public affairs of the American Trucking Associations. 


STATEMENT OF JAMES F. FORT, COUNSEL, PUBLIC AFFAIRS, 
AMERICAN TRUCKING ASSOCIATIONS, INC. 


Mr. Forr. Mr. Chairman and gentlemen of the committee, my name 
is James F. Fort. I am counsel, public affairs of the American 
Trucking Associations, Inc., with offices at 1424 16th Street NW., 
Washington, D.C. 

The American Trucking Associations, Inc., as most of you know, 
is a federation of State associations whose membership includes all 
forms of motor vehicle transportation of freight, private, common, 
contract, and exempt. We have as yet no affiliated association in the 
State of Alaska. 

First, Mr. Chairman, with respect to title I of H.R. 6244, that title 
would provide grandfather rights for carriers engaged in interstate 
commerce to, from, and within Alaska. 

We agree with the Interstate Commerce Commission that these car- 
riers are fully entitled to the protection afforded by a certificate or 
permit from the Interstate Commerce Commission. 

We support title I of H.R. 6244 because it will bring stability into 
the family of pioneer carriers to, from, and in Alaska and because the 
Congress has always granted grandfather rights to new carriers when 
they are brought under the Interstate Commerce Act. 

We have no objection to the amendment adopted by the Senate to 
the companion bill to title I of the pending bill. That bill is S. 1509. 

With respect to this title and title II of the bill, relating to regula- 
tion of the Alaska Railroad, I would invite the attention of the com- 
mittee to testimony given before the Senate committee by representa- 
tives of the motor carrier industry of Alaska. 

I have noted from the list of witnesses in these hearings that these 
Alaska truck operators are not scheduled to appear and I assume that 
this is because of the excessive distance involved and that it certainly 
does not represent a lack of interest on their part in these provisions 
of H.R. 6244. 

Though, as stated earlier, we have no affiliated association in Alaska, 
so I am not officially speaking for the motor carriers of Alaska, we 
certainly share a common view insofar as titles I and II of the pend- 
ing bill are concerned. Their testimony before the Senate committee 
was very telling and quite impressive to me as to the need for regula- 
tion of the Alaska Railroad. 

With respect to title II, the American Trucking Associations has 
followed closely the progress of hearings held by the Senate Inter- 
state and Foreign Commerce Committee since 1955 into the problems 
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of transportation in Alaska. In all the hearings since that time the 
activities of the Alaska Railroad have been noted with a great deal of 
interest. 

The lack of rate regulation of that rail line has caused a consider. 
able amount of concern within the motor carrier industry in Alaska, 

We are in complete agreement with the 1956 report of that commit. 
tee—Senate Report 2802, 84th Congress, 2d session—which stated: 

The railroad is free to cut under the truckers’ rates; the truckers are free to 
retaliate. This is a state of affairs that can lead only to disaster for the motor 
carriers because the Alaska Railroad has noncompetitive traffic on which loggeg 
suffered on competitive traffic may be recouped. Further, the Alaska Railroag 
is financed by the Federal Government. 

It is of interest to us that the situation in Alaska in 1959 is the 
exact reverse of the situation in this country in 1935 when motor 
carriers were brought under regulation. Then it was the railroads 
who were regulated and the motor carriers that were unregulated, 

Today, in Alaska, the motor carriers are regulated and the railroad 
is free to engage in practices totally incompatible with the regulatory 
scheme of the United States. Equity, now as in 1935, requires contro} 
of the Alaska Railroad. 

Accordingly, we support title II. 

With respect to title ITI, the American Trucking Associations takes 
no position on the basic issue involved in title I11 of H.R. 6244; that 
is, whether the regulatory control over the water movement between 
Alaska and the main body of the United States should be under the 
control of the Federal Maritime Board, the Interstate Commerce 
Commission, or some type of joint board of both agencies, as pro 
posed by Senator Bartlett. 

However, there is an obvious need for some legislation in this area 
of Alaskan transportation. The best interests of the shipping public 
and of all forms of transportation are not served by the present situ- 
ation which requires several tariff filings with different agencies of 
the Government. This is not only costly and time consuming to the 
Government and to shippers but it is very troublesome to carriers 
as well. 

We favor congressional action which will provide for or permit 
tariffs to be filed which will contain a single factor rate between 
inland points in the United States proper, on the one hand, and 
inland points in the State of Alaska on the other hand. 

We understand that several proposals have been drafted—Senator 
Bartlett. mentioned that he would introduce both of them—looking 
to the creation of a joint board to handle controversies over rate 
matters should they arise in connection with the water movement from 
the mainland of the United States to Alaska, and I understand to 
include Hawaii. 

As stated earlier, we take no formal position in favor of this solu- 
tion. However, should the committee adopt such a proposal we 
strongly urge that the committee not write into such legislation any 

ower which would give to a joint board authority to make mandatory 
joint rates and through routes between carriers of the several modes. 

The American Trucking Associations, Inc., has long favored the 
establishment of voluntary through routes and joint rates between 
carriers of different modes. We feel that this is an area which should 
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be left to the discretion of the management of the carrier. It ap- 

ars to go beyond the proper role of Government regulation to pre- 
scribe exactly whom you shall do business with and exactly where 
that business will be done. ; 

The purpose may be accomplished just as well when through routes 
and joint rates are prescribed on a voluntary basis. ' 

Further, we feel that some solution should be found which will 
not destroy the status of the so-called nonvessel water carrier. These 
carriers cannot be properly considered as freight forwarders. _ 

Such a solution will be in keeping with the policy of American 
Trucking Associations to promote and foster coordination between 
the various modes of transportation. Efficient coordination, such as 
would be made possible under a proper solution, would be an example 
for all modes to follow in the future. 

Thank you, Mr. Chairman. 

Mr. Moutper. May I ask this one question ? 

What is the meaning of the term “nonvessel water carriers” ? 

Mr. Fort. Under decisions of the Federal Maritime Board, motor 
carriers placing their trailers aboard ship for transportation from the 
U.S. mainland to Alaska are considered to be nonvessel water carriers. 

Mr. Movrper. Are there any questions? 

Mr. Derounian ? 

Mr. Derountan. Mr. Fort, I take it, then, you disagree with the two 
Members of Congress who previously testified, since you are in favor 
of title I1? 

Mr. Fort. We are, sir. 

Mr. Derountan. And they were not. 

Would your suggestion to allow tariffs to be filed by the railroads 
on their rates be inconsistent with the Transportation Act of 1958? 

Mr. Forr. Not in the slightest. It has no connection with it. 

Mr. DerounrAn. That is all. 

Mr. Movuiper. Thank you very much, Mr. Fort, for your testimony. 

Before recessing this morning, without objection I will place in the 
record a draft of a plan for a joint board, in lieu of the provision of 
title III of H.R. 6244, submitted by Henry W. Clark, vice president 
of the Alaska Steamship Co. 

(Information referred to follows :) 


ALASKA STEAMSHIP Co., 
Washington, D.C., July 17, 1959. 
Re H.R. 6244. 
Hon. OREN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 


Deak Mk. CHAIRMAN: In connection with the hearings scheduled on H.R. 
6244, we submit herewith, ask that it be included in the record, and request the 
consideration of your committee of the attached draft of a plan for a joint 
board, in lieu of the provisions of title III. 

Respectfully, 
HENRY W. CLARK, Vice President. 


(a) The Chairman of the Civil Aeronautics Board, the Federal Maritime 
Board and the Interstate Commerce Commission shall designate, from time to 
time, a like number of members or examiners of each to act as a joint board 
to consider and pass upon matters referred to such joint board as provided in 
subsection (c) of this section. The joint board is authorized, without regard to 
the Civil Service and classification laws, to appoint and prescribe the duties 
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and fix the compensation of a secretary of the joint board. The joint board jg 
authorized to use, with their consent, the available office space, services, sup 
plies, equipment, personnel, and facilities of the Interstate Commerce Commis. 
sion, the Federal Maritime Board, and the Civil Aeronautics Board in carrying 
out the functions of the joint board under this Act, such use to be subject to the 
supervision of the Director of the Bureau of the Budget. 

(b) Air carriers subject to the Federal Aviation Act of 1958, common ¢ar. 
riers subject to the Interstate Commerce Act, as amended, and common carriers 
by water subject to the Shipping Act, 1916, as amended, or the Intercoasta) 
Shipping Act, 1933, as amended (including persons who do not operate vessels 
but who have been held to be common carriers by water under the Shipping 
Act, 1916, as amended, or the Intercoastal Shipping Act, 1933, as amended, 
may establish reasonable through service and joint rates, fares and chargeg 
with any other such common carriers in connection with the transportation of 
property between the State of Alaska or the State of Hawaii, and other States, 
except that with respect to transporation of property, air carriers not directly 
engaged in the operation of aircraft in air transportation (other than comps. 
nies engaged in the air express business) may not establish joint rates or 
charges, under the provisions of this subsection, with common carriers subject 
to the Interstate Commerce Act, the Shipping Act, 1916, as amended, and the 
Intercoastal Shipping Act, 1983, as amended. It shall be the duty of the car. 
riers parties thereto to file tariffs with their respective regulatory agencies es. 
tablishing just and reasonable rates, fares, or charges and just and reasonable 
classifications, rules, regulations, and practices affecting such rates, fares, or 
charges, or the value of the service thereunder, and if joint rates, fares, or 
charges shall have been established with respect to such through service, just, 
reasonable, and equitable divisions of such joint rates, fares, or charges ag 
between the carriers participating therein shall be made but not filed. 

(c) Matters relating to such through service and joint rates, fares, or charges 
shall be referred by the Civil Aeronautics Board, Federal Maritime Board, or the 
Interstate Commerce Commission, upon complaint or upon its own initiative, to 
a joint board created as provided in subsection (a) of this section. Complaints 
may be made to the Civil Aeronautics Board, Federal Maritime Board, or the 
Interstate Commerce Commission with respect to any matter which shall be 
referred to a joint board under this subsection. 

(d) With respect to matters referred to any joint board as provided in sub- 
section (c) of this section, if such board finds, after notice and hearing, that 
any such joint rate, fare, or charge, or classification, rule, regulation, or prac- 
tice, affecting such joint rate, fare, or charge or the value of the service there 
under is or will be unjust, unreasonable, unjustly discriminatory, or unduly 
preferential or prejudicial, or that any division of any such joint rate, fare, or 
charge, is or will be unjust, unreasonable, inequitable, or unduly preferential or 
prejudicial as between the carriers parties thereto, it is authorized and directed 
to take the same action with respect thereto as the Interstate Commerce Com- 
mission is empowered to take with respect to any joint rate, fare, or charge, be- 
tween common carriers, by motor vehicles or any divisions thereof, or any classi- 
fication, rule, regulation, or practice affecting such joint rate, fare, or charge or 
the value of the service thereunder. Pending such hearing and decision thereon, 
the joint board after filing and giving to the carrier or carriers affected thereby 
a Statement in writing of reasons for suspension, may from time to time suspend 
the operation of such schedule and defer the use of such rate, fare, charge, 
classification, regulation, or practice but not for a longer period than seven 
months beyond the time when it would otherwise go into effect, and after full 
hearing, the joint board may make such order with reference to the matter as 
would be proper in a proceeding initiated after it had become effective. If the 
proceeding has not been concluded and an order made within the period of 
Suspension, the proposed change of rate, fare, charge, classification, regulation, 
or practice shall go into effect at the end of such period; but in case of a pro 
posed increased joint rate or charge for or in respect to the transportation of 
property, the joint board may by order require the interested carriers to keep 
accurate account in detail of all amounts received by reasons of such increase, 
specifying by whom and in whose behalf such amounts are paid, and upon com- 
pletion of the hearing and decision may by further order require the interested 
carrier or carriers to refund, with interest, to the persons in whose behalf such 
amounts were paid, such portion of such increased rates or charges as by its 
decision shall be found not justified. At any hearing involving a change in a 
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joint rate, fare, or charge, or joint classification, or in a joint rule, regulation, 
or joint practice, the burden of proof shall be upon the carrier to show that the 
proposed changed joint rate, fare, charge, or joint classification, rule, regula- 
tion, or practice is just and reasonable, and the joint board shall give to the 
hearing and decision of such questions preference over all other questions pend- 
ing before it and decide the same as speedily as possible. 

(e) The joint board shall have the power to make or amend such general 
rules, regulations, or orders as may be requisite for the order and regulation of 
proceedings before it. Any member of the joint board may administer oaths 
and affirmations and the joint board shall have the power to issue subpenas re- 
quiring the attendance and testimony of witnesses and the production of all 
pooks, papers, and documents relating to any matter coming within its jurisdic- 
tion. Every vote and official act of the joint board shall be entered of record 
and such record shall be made public upon the request of any party interested. 
A majority of the joint board shall constitute a quorum for the transaction of 
business. 

(f) Orders of the joint board shall be enforceable in the same manner as pro- 
vided in section 16(12) of the Interstate Commerce Act, and reviewable as pro- 
vided in title 28, United States Code, sections 2321-2325, inclusive. 

(g) Those provisions of the Interstate Commerce Act, as amended, the Ship- 
ping Act, 1916, as amended, the Intercoastal Shipping Act, 1933, as amended, 
the Act of July 7, 1958 (72 Stat. 339) providing for the admission of Alaska into 
the Union and the Act of March 18, 1959 (73 Stat. 4) providing for the admission 
of Hawaii into the Union are hereby superseded insofar as they are contrary to 
any provision of this Act. ; 

(h) The initial joint board constituted under this Act shall examine into 
means and methods for fully attaining the purpose of this Act and shall report 
its recommendations for additional legislation necessary for such purpose to the 
President and to the Congress upon the termination of one year from the date of 
enactment of this Act. 


Mr. Movutper. The committee will recess until 10 o’clock tomorrow 
morning. 

(Thereupon, at 11:30 a.m., the committee recessed, to reconvene at 
10 a.m., Wednesday, July 22, 1959.) 
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WEDNESDAY, JULY 22, 1959 


Howse or REPRESENTATIVES, 
SUBCOMMITTEE ON ‘TRANSPORTATION AND AERONAUTICS 
OF THE COMMITTEE ON INTERSTATE AND FoREIGN COMMERCE, 
Washington, D.C. 

The subcommittee met at 10 a.m., pursuant to recess, in room 1301 
New House Office Building, Hon. John Bell Williams (chairman of 
the subcommittee) presiding. 

Mr. Wixu1aMs. The committee will come to order, please. 

This morning the committee continues hearings on H.R. 6244, a 
bill to amend the Interstate Commerce Act regarding transportation 
in and out of the State of Alaska. 

Before recognizing our first witness, I have a statement of Mr. 
W. C. Farnell, vice president of traffic, Pan-Atlantic Steamship Corp., 
for inclusion at this point in the record. 

(At the direction of the chairman, the statement referred to above 
is omitted, as it will be found in the Senate hearings.) 

Mr. Wiu11AMs. Our first witness this morning is Hon. Kenneth 
Tuggle, Chairman of the Interstate Commerce Commission. 

Mr. Tuggle, you may proceed. 


STATEMENT OF HON. KENNETH H. TUGGLE, CHAIRMAN, INTER- 
STATE COMMERCE COMMISSION, ACCOMPANIED BY JOHN H. 
WINCHELL AND LAURENCE K. WALRATH, COMMISSIONERS; AND 
JAMES A. MURRAY, ASSOCIATE GENERAL COUNSEL 


Mr. Tucere. Mr. Chairman, accompanying me this morning is Com- 
missioner Winchell and Commissioner Walrath, and our Associate 
General Counsel, James A. Murray. 

Mr. Chairman and members of the subcommittee, I am the present 
Chairman of the Interstate Commerce Commission and have served 
in that capacity since January 1 of this year. I am appearing today 
on the Commission’s behalf to testify on H.R. 6244, the so-called 
Alaska transportation bill, which was introduced by Mr. Harris, the 
chairman of the full committee, at the Commission’s request. 

I would like to say at the outset that basically all that this bill is 
designed to do is to provide the same uniform regulation of surface 
transportation in interstate or foreign commerce within Alaska and 
between Alaska and the other States as now provided under the Inter- 
state Commerce Act, and related acts, with respect to similar trans- 
portation within and between all of the other States. 

_ Except for certain provisions in the Alaska Statehood Act respect- 
ing water transportation between Alaska and the other States, this 
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would have been accomplished, for the most part, automatically upon 
the advent of statehood. The provisions to which I refer are in sec. 
tion 27(b) of the Statehood Act which reads as follows: 

Nothing contained in this or any other Act shall be construed as depriving 
the Federal Maritime Board of the exclusive jurisdiction heretofore conferred 
on it over common carriers engaged in transportation by water between any 
port in the State of Alaska and other ports in the United States, its territories 
or possessions, or as conferring upon the Interstate Commerce Commission jurig. 
diction over transportation by water between any such ports. 

In Senate Report No. 1163, 85th Congress, 1st session, on S. 49, the 
Senate statehood bill, the Senate Committee on Interior and Insular 
Affairs, in commenting on section 23 of that bill, which became sec- 
tion 27(b) of H.R. 7999, the Alaska Statehood Act, stated that it had 
adopted this provision— 


for the purpose of retaining jurisdiction in the Federal Maritime Board over 
water transportation between Alaska and any other American port. 


It also stated: 


* * * The committee did not feel that the statehood bill was a proper place 
to change the law which is applicable to the complicated conditions existing in 
the transportation industry in Alaska. This is particularly true of water trans. 
portation. Thus, it is the intention of the committee to leave all transportation 
matters for later study and legislation if any is required. In the meantime, the 
authority over transportation will remain in the status quo * * *. 

While the language of the report is broad enough to include all 
transportation by all modes of carriage, the plain words of section 
27(b) relate only to water transportation. 

Under section 8(d) of the Statehood Act, all laws of the United 
States have the same force and effect within Alaska as in other States 
in the Union. 

The Commission has, therefore, taken the position that by virtue 
of statehood all forms of surface transportation operating in inter- 
state or foreign commerce within Alaska and to and from Alaska, 
except for the Government owned and operated Alaska Railroad 
and such water transportation as was excluded by section 27(b) of 
the Statehood Act, became subject to regulation under the Interstate 
Commerce Act, and related acts, to the same extent that similar trans- 
portation within and between all of the other States is subject to such 
regulation. 

As we understand it, section 27(b) means that the Commission has 
no jurisdiction over water transportation, except to a limited extent 
over voluntarily established ride Water rates under section 1(1) (a) 
of the Interstate Commerce Act, between ports in Alaska and other 
U.S. ports, nor over water transportation in interstate or foreign com- 
merce between ports in Alaska over the high seas, including move- 
ments between points on the Inside Passages, such as Ketchikan, 
Juneau, and Haines. 

Operations of the latter nature are on the high seas within the 
meaning of the Shipping Act of 1916, and therefore continue to be 
subject to regulation by the Federal Maritime Board. However, since 
no authority was conferred upon the Federal Maritime Board, nor 
withheld from the Commission, by the Statehood Act with respect to 
the regulation of water transportation in interstate commerce between 
points in Alaska, other than over the high seas, such transportation, 
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as we see it, became subject to the Commission’s jurisdiction upon the 
admission of Alaska as a State. A 

As the subcommittee may know, the Federal Maritime Board does 
not issue certificates or permits authorizing water carrier operations. 
Therefore, anyone, otherwise qualified, is free to enter or leave the 
field at will, or as circumstances may dictate. In fact, the Board 
exercises no regulatory jurisdiction over contract or irregular-route 
common carriers by water. A regulatory void therefore continues to 
exist with respect to water transportation between Alaska and other 
U.S. ports, and between Alaskan ports over the high seas, insofar as 
these carriers are concerned. 

As the subcommittee may also know, the Government-owned-and- 
operated Alaska Railroad, the principal transportation facility in 
Alaska, was not, prior to statehood, subject to regulation by any regu- 
latory agency, nor did it become subject to the Commission’s juris- 
diction upon the admission of the new State. fh 

Being an instrumentality of the Federal Government, it is doubtful, 
in the absence of the Government’s consent, that it became subject to 
the regulatory jurisdiction of the State. — rienl 

The only other common carrier by railroad operating in Alaska 
isthe White Pass and Yukon Railroad, a Canadian carrier, extending 
about 20 miles into Alaska from the Canadian-Alaskan boundary to 
Skagway. ; 

Prior to the admission of Alaska into the Union, part I of the act, 
as provided in section 1(1), applied not only to transportation in 
interstate and foreign commerce, but also to intraterritorial trans- 
portation within Alaska. Under other provisions of section 8(d) 
of the Statehood Act, the Commission’s jurisdiction over the intra- 
state services of this carrier will continue in effect until such time as 
the State takes action to assume such jurisdiction. 

Legislation recently enacted by the Congress, however, H.R. 7120, 
Public Law 86-70, approved June 25, 1959, would have the effect of 
terminating the Commission’s jurisdiction over such intrastate serv- 
ice as of June 30, 1961, unless sooner terminated by action of the 
State. 

Thus, as it now stands with respect to regulation of surface trans- 
portation in interstate or foreign commerce within Alaska and between 
Alaska and the other States, the Commission has jurisdiction over 
common carrier railroads, except the Alaska Railroad, pipelines, other 
thau gas or water, common and contract motor carriers, motor-carrier 
brokers, common and contract water carries operating within Alaska, 
other than over the high seas, and freight forwarders. 

The Federal Maritime Board has jurisdiction over regular-route 
water common carriers operating between Alaskan and other U.S. 
ports, and between Alaskan ports over the high seas. 

The Alaska Railroad, and contract and irregular-route common 
carriers by water operating between Alaska and the other States, and 
between ports in Alaska over the high seas, are not subject to economic 
regulation by any governmental agency. 

Up to now, we have been unable to discover any operations of an 
interstate character by freight forwarders or motor-carrier brokers 
domiciled in Alaska. However, 13 applications for authority to oper- 
ate to and from Alaska have been filed by freight forwarders domi- 
ciled in other States. 
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The number of water carriers engaged in interstate or forej 
commerce between inland points on Alaskan rivers is uncertain. There 
may be as many as a dozen, but it is believed that most of them would 
oe fall within the small-craft exemption of section 303(g) 

here may also be a few operators of small craft engaged in trans. 
portation partly by railroad or motor vehicle and partly by water yp. 
der common control, management, or arrangement who would not 
qualify under this exemption by reason of its having been made jp. 
applicable to such operators by the Commission in Ha parte No. 15§ 
Application of Part III to Transportation by Small Craft (260 Ice 
155), decided December 6, 1943. ' 

Thus far, five applications for temporary operating authority have 
been filed by water common carriers domiciled in Alaska. No appli- 
cations for such authority have been filed by water contract carriers, 
and no applications for permanent authority covering the temporary 
authority applications of water carriers have been filed. 

While no accurate information is available as to the number of motor 
carriers operating in interstate and foreign commerce to, from, and 
within Alaska, the Commission, as of July 15, 1959, had approved ap- 
plications filed by 92 common carriers for temporary authority to 
engage in such operations. Of these, 60 were domiciled in Alaska, 30 
in other States, and 2 in Canada. 

Applications for permanent operating authority covering the tem- 
porary authority applications have been filed by 59 such carriers. No 
contract carriers have filed temporary or permanent authority appli- 
cations to engage in such services. 

Thus, while the one small Canadian railroad that I mentioned and 
a handful of water carriers operating within Alaska are subject to 
the Commission’s jurisdiction, for all practical purposes motor trans- 
portation is the only operation in Alaska which became subject to the 
Commission’s jurisdiction upon the admission of the new State in- 
volving a substantial number of carriers. 

The complete absence of regulation of a major competitive opera- 
tion, the Alaska Railroad, coupled with split or only partial jurisdic- 
tion with respect to two other modes, has given rise to a number of 
unusual and complex problems in connection with the movement of 
the bulk of the traffic between Alaska and the other States. 

On some of the traffic the Commission has jurisdiction over the 
motor movement at both ends, that is, within Alaska and within the 
other States, or over the rail movement in the other States, but none 
over the intervening water movement. Qn other traffic it has jurisdiec- 
tion over water movements to ports in the other 48 States, but none, 
except to a limited extent over rail-water rates, over the subsequent 
water movement to Alaska, and none over the major rail facility in 
Alaska. 

Within Alaska itself, the Commission has jurisdiction over motor 
movements and water movements, except over the high seas, in inter- 
state or foreign commerce, but none over movements by the Alaska 
Railroad. Contract carriage and irregular route common carriage 
by water between Alaska and the other States, and between ports 
in Alaska like traffic over the Alaska Railroad, is, as I have said, 
completely free from regulation. 
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As may readily be seen, the picture presented is somewhat of a 
regulatory patchwork, with holes. It represents a novel departure 
from the regulatory scheme as we have known it for many years and is 
hardly conducive to simple or uniform regulation. The picture is not 
made any brighter by the fact that, insofar as we now know, there are 
no immediate plans, although certain broad legislation was introduced, 
for the regulation of intrastate transportation by the new State, except 
possibly for highway passenger transportation which, we understand, 
was subject to some measure of regulation by the Territorial gov- 
ernment. 

In mentioning this, I do not wish to be understood as criticizing the 
government of the new State whose problems and headaches are no 
S ° . r » . 
doubt manifold during these early days of statehood. I merely point 
this out in order to present as complete a bird’s-eye picture of the 
transportation situation respecting Alaska as I know how. 

With the competitive struggle between the Alaska Railroad and 
motor carriers for the limited amount of traffic moving in Alaska, 
we feel that there can be no effective or equitable regulation of surface 
transportation in the new State as long as one of the major competitive 
modes is subjected to a full measure of regulation while its chief 
competitor remains completely free from regulatory control, either 
Federal or State. 

To be perfectly frank, the situation as we view it is unfair. To 
allow it to persist would not, in our opinion, be in the public interest 
since it would encourage and tend to perpetuate alleged discriminatory 
and destructive competitive practices, contrary to the national trans- 
portation policy, with attendant adverse effects on the Alaskan econ- 
omy. To what extent such practices actually exist, we are uncertain, 
but charges of a serious nature have been made ever since an investiga- 
tion of Alaska transportation problems was instituted by the Senate 
Interstate and Foreign Commerce Committee back in 1955. 

The unfortunate thing is that at present there is no regulatory body 
with sufficient overall authority to pass upon such complaints on a 
formal record either to find that such complaints are groundless or 
to order that corrective measures be taken. In short, there is no 
referee. In this connection, the Senate committee stated in its report 
dated July 25, 1956, Senate Report No. 2802, 84th Congress, 2d session. 

The committee realizes that Alaska is beset by a number of chronic transporta- 
tion problems that will require the attention of Congress and of the people of 
Alaska for many years if solutions are to be achieved. There is likewise an 
acute transportation problem which needs immediate attention and action, that 
of regulation of competition among carriers serving Alaska. According to the 
testimony, this situation is particularly unhealthy as between motor carriers 
on one hand and the Alaska Railroad on the other. At the present time, this 
competition is unrestricted by regulatory statute; consequently, there is neither 
restriction of discrimination against shippers and communities, nor provisions 
of law forbidding unfair diminution of carrier revenues. Such a state of affairs 
mitigates against the orderly economic development of Alaska. 

The committee believes that transportation within Alaska and between Alaska 
and the United States should be subjected in the public interest to a reasonable 
measure of clearly drawn regulations which will allow carriers a fair return for 
their efforts and insure the shippers and communities in Alaska reasonable 
and nondiscriminatory rates. 

The Commission was then requested by the committee report to 


draw up and present a plan of regulation for the committee’s 
consideration. 
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A plan, together with implementing legislation, was submitted by 
the Commission on February 11, 1957. Hearings thereon were held 
in Anchorage and Fairbanks later that year. Before any further 
action could be taken on these proposals, the Statehood Act was passed, 
resulting, transportationwise, 1n the present situation. 

The Legislature of the State of Alaska evidenced its awareness of 
the problem in a memorial, House Joint Memorial 13, urging the 
Congress to give due and immediate consideration to proper amend- 
ments to laws governing interstate commerce affecting broad prob- 
lems of transportation to, from, and within Alaska. The memoria] 
reads in pertinent parts as follows: 

Whereas certain of the transportation facilities are now operating under the 
Federal statutes regulating transportation and subject to the jurisdiction of the 
Interstate Commerce Commission ; and 

Whereas the Interstate Commerce Commission in its report to the Senate 
of the United States has recommended that the Alaska Railroad, a Government 
corporation, should be subject to the rate and service regulations of the Cop- 
mission; and 

Whereas other transportation facilities in Alaska are not now subject to the 
same or similar regulatory procedures and control; and 

Whereas this lack of uniformity of regulation has permitted inequitable and 
discriminatory rate practices to the detriment of the shippers and receivers of 
freight in Alaska and such inequities and lack of uniformity will continue to 
exist until proper amendments to the Interstate Commerce Act have been 
promulgated by Congress ; Now, therefore, be it 

Resolved, * * *, 

As I have indicated, the Commission is convinced that the trans- 
portation situation respecting Alaska is such that effective protection 
of the public interest requires regulation of all modes of interstate 
surface transportation by a single agency. 

The Commission’s newly acquired responsibility for regulation of 
motor and inland water carriers in Alaska cannot be met effectively 
without grant of similar jurisdiction over rail and coastwise water 
carriers involved in the same interstate traffic. 

Progress in development of a frontier area is closely related to the 
development of transportation facilities. The history of frontier 
areas also shows that a system of public transportation, invariably, 
reaches a stage at which the public interest in further economic de- 
velopment requires public regulation. 

The testimony of many responsible Alaskans before congressional 
committees and other groups, as well as the reports of competent 
investigators, strongly supports the conclusion that a fully integrated 
pattern of regulation of surface transportation could contribute sub- 
stantially to the overall development of Alaska. 

Statehood may be expected to remove many of the handicaps of 
economic growth that were related to territorial status. Not the 
least of these was the psychological effect of Alaska’s territorial status 
upon potential investors and skilled settlers. While statehood has 
been gained, other obstacles remain. 

Conditions imposed by nature are likely to keep the costs of trans- 
portation at a relatively high level, but integrated regulation of all 
modes of surface transportation could do much to reduce unnecessary 
risks. 

A single agency would also be in a position to encourage the de- 
velopment of an integrated system of transportation service that 
would not only hasten the realization of the great economic potential 
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of Alaska, but also serve as an effective force in welding the economy 
of the new State to that of the more fully developed areas of the 
Nation. 

Alaska is a vast and largely undeveloped area of some 590,884 square 
miles. More than 99 percent of the land is owned by the Federal 
Government, and approximately 23 percent of the 280,000 inhabitants 
are military personnel and their dependents. Its economy is founded 
primarily on its natural resources and is strategic position in na- 
tional security. Located only a scant few miles from Russia, it is 
a first line of defense. 

Early development of Alaska’s natural resources is a matter of 
economic importance not only to Alaskans, but to the Nation as a 
whole. Its Boots industries are primarily the fisheries, timber and 
forest products, metals and minerals and agriculture. Relevant 
production and value data for the years 1952 to 1957 are shown on 
appendix table 2. — 

n connection with the development of these resources it is noted 
that the Congress just recently enacted legislation, S. 498, Public 
Law 86-78, approved July 6, 1959, extending the life of the Alaska 
International Rail and Highway Commission. In reporting out this 
measure on April 21, 1959, the Senate Committee on Interstate and 
Foreign Commerce noted that: 

If that part of the North American Continent is to have a healthy economy, it 
must have transportation facilities to connect her resources to their markets, 
facilities comparable in capacity to those serving industrial communities which 
will be competing for these world markets. 

The fisheries, concentrated in the southeastern coastal section, are a 
major source of income. 

In 1957, the value of fisheries products was about $80 million and, 
next to defense construction, provides the largest single source of em- 
ployment—about 30,000 persons. 

Timber resources are estimated in hundreds of billions of board 
feet. Production has been severely limited, however, by inadequate 
transportation facilities which has necessitated the importation of 
timber products which could otherwise have been produced in Alaska. 

Petroleum production was established in Alaska in 1957, and leasing, 
exploration, and drilling activities in several widespread areas have 
become economically significant. Alaska has traditionally mined gold 
and is exceptionally rich in other minerals. Coal production is at 
present in the neighborhood of 800,000 tons annually, and is mostly 
used locally. 

Consideration is being given to the possibility of coal export to 
Japan, since Anchorage is some 1,000 miles closer to Japan than other 
U.S. ports from which coal is now exported. The mining industry 
has been further encouraged by the discovery of radioactive materials 
in several localities in southeast Alaska and elsewhere in the State. 
Steel companies are reported to be reviewing iron deposits at several 
sites and leases have been acquired on a magnetite deposit near Haines. 

The State also is producing other metals, such as chrome and mer- 
cury, and there are large deposits of asbestos and bauxite nearby in 
British Columbia, which are now being mined. . 
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Alaskan agriculture is largely a latent resource. Although it now 
produces approximately 10 percent of its own agricultural require- 
ments, Alaska is reportedly capable of producing up to 55 percent, 
Production will increase as land is cleared, but distribution problems 
will continue to exist as a result of inadequate eS ae 

Since the beginning of World War II, the defense construction 
program has become an important factor in the economy of Alaska. 
Although it is possible that the construction activity may not be con. 
tinued at its present level, the maintenance of existing facilities and 
expenditures of operation personnel will continue to be a strong 
influence on Alaska’s economy and transportation requirements, ~ 

We understand that tourists are visiting Alaska in growing numbers 
and provide a substantial and increasing source of income. Although 
the tourist trade has been largely confined to the summer season, it is 
anticipated that improved recreation, hotel and travel facilities, and 
the correction of misconceptions of climatic conditions will produce a 
sizable volume of winter visitors. 

There has been no regular passenger service by water between Alaska 
and the U.S. west coast ports since 1954. The only commercial pas- 
senger service by water is provided by four Canadian steamships, cater. 
ing primarily to round-trip tourists. These operations are limited to 
summer months and provide service only to southeastern Alaska. 

The Alaska Railroad is of standard gage with 535.9 miles of track. 
Its main line extends from Seward to Fairbanks via Anchorage, a dis- 
tance of 470 miles. 

In order to safeguard the flow of military supplies, equipment, and 
personnel from Tidewater to Anchorage and to Fairbanks, a branch 
known as the Whittier cutoff was constructed in 1942-43. This line, 
12.4 miles in length, including two tunnels of 13,098 and 4,910 feet, 
shortened the distance from Tidewater to Fairbanks by 51.5 miles and 
gave the railroad two terminal ports, Seward and Whittier. 

The Alaska railroad was a pioneer in the “piggyback” service, due 
in part to the demand for carrying trailer vans during the spring 
thaws when highways cannot carry heavy traffic. Piggybacking has, 
however, become a year-round business. Piggyback vans are regularly 
received by the railroad at shipside in Seward and transported on flat 
cars to Anchorage and Fairbanks, where unloading ramps have been 
built. From these terminals tractors are attached to the vans. 

The railroad carries van boxes as well as wheeled vans and offers this 
service to any and all shippers and carriers who desire this method of 
transportation. 

While the railroad owns equipment of its own for piggybacking, it 
presently holds itself out to the general public and to competitive car- 
riers to move their boxes or trailers on, it is said, a nondiscriminatory 
basis. 

I have inserted a table which indicates more than half the traffic 
carried is U.S. Army freight as compared to commercial freight. 

As to highways, there are about 5,000 miles of roads of all kinds 
although only about 1,500 miles are paved or black topped. 

There is about $6 million available for additional road construction 
there now under various congressional appropriations. 
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Traffic and revenue data for the Alaska Railroad appears in appendix 
table 3 and is summarized below. It will be seen that traffic volume 
in terms of tons and ton-miles and revenues have declined substantially 
between 1954 and 1958. 


Revenue freight transported by the Alaska Railroad, 1954-58 











[In tons] 
| 1954 | 1955 | 1956 | 1957 | 1958 
seer Seleren | | -———_|- | ' 
Alaska Railroad: ! | 
My s. Army freight.—_..---------------- ge0,807 | 838,620 | 756,670 | 748, 694 wit 
Commercial freight. ------------.-..-- 650,934 | 591.476 | 672.768 | 653,969 —m 
All less-than-carload lot freight. -...._- 75, 922 49, 193 43, 830 40. 501 34. 483 
Total revenue freight traffic--....._- | 1, 596,753 | 1,479, 298 | 1, 473, 268 | 1, 443, 164 1, 447, 528 
I 








1 Reported to U.S. Department of the Interior. 


These figures indicate that more than one-half of the traffic car- 
ried is U.S. Army freight as compared with commercial freight. 

In 1958, for example, military carload traffic represented 58 per- 
cent of total tons, 47.4 percent of ton-miles, and 41.8 percent of total 
revenues. 

There are approximately 5,000 miles of roads in Alaska of which 
some 1,500 miles are paved or black-topped. The Alaska—Alcan— 
Highway was constructed with Federal funds during World War II 
as a defense measure. 

Under the existing legislation, Alaska will receive $48.5 million in 
Federal aid funds for the 4 years 1957 to 1960, inclusive, including 
a share of the special antirecession fund of 1959 which amounts to 
$6.2 million. 

In addition, Alaska’s share of the forest highway program for the 
fiscal year~1960 will be approximately $2.9 million. The projected 
highway program, and the contemplated ferry system in southeastern 
Alaska, connecting with road facilities would seem to portend fur- 
ther development of a growing trucking industry. 

Motor carriers are investing heavily in modern equipment. One 
carrier has welded together a water-rail-truck freight system com- 
bining “fishyback” and “piggyback” operations and using a water 
carrier and the Alaska Railroad facilities. It offers container serv- 
ice between all points in the 49 States. Another motor carrier ships 
mostly in containers via its own tug and barge line. 

The volume of passenger travel by bus in interstate or foreign 
commerce is small, being limited to a line operating between Fair- 
banks and the Canadian border over the Alaska Highway. Other 
bus operations are local or consist of sightseeing tours. 

Alaska’s port facilities are of vital importance to oceanborne com- 
merce. 

The Corps of Engineers in 1957 reported 13 harbors as having 
controlling depths ranging from 8 feet at Nome to 36 feet at Skag- 
way. During the year 1957, these 13 harbors were reported to have 
accommodated 17,166 inbound and 17,197 outbound vessels, including 
coastwise, intraterritory, and local vessels. 

Inland waterway transportation in Alaska is limited primarily 
to the open navigation season via the Yukon River and tributaries. 
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Although used primarily for local service, it provides transportation 
to localities otherwise inaccessible except by air. 

The movement of freight on the rivers of Alaska is, however 
assuming increasing importance. : 

For example, 3 miles west of Fairbanks on the Chena River, near 
the junction of the Chena and Tanana Rivers is a landing from which 
a tug-and-barge operator serves the Tanana and Yukon. Its equip. 
ment consists of two tugs of 400 and 200 horsepower and two barges 
of 150- and 270-ton cargo-carrying capacity which is operated about 
4 months in the summer. This company is owned by a motor car- 
rier and is operated as a supplement to truck movement. 

The bulk of traffic moving between Alaska and the other States ig 
by water. Waterborne freight to and from Alaska as shown in ap. 
pendix table 1 is summarized below. 


Commercial waterborne traffic (cxrcluding movements “Alaska to Alaska”) 


1951-57 
[Thousands of tons] 
Drv cargo Tester Total 
vessels vessels 
1951 854 1. 384 
1952 f i "4 1 2% 
1953 8 { 1 053 
1954 ns 60 1,123 
1955 $91 67 1, 168 
195 503 SUS 1,3 
1957 1()2 “ 1 008 


Dry cargo traffic is largely a one-way northward movement out of 
the Pacific Northwest consisting primarily of staples for domestic 
consumption plus requirements for industrial and military construe- 
tion and commercial supplies of all kinds. Southbound cargoes are 
primarily canned fish, minerals, furs, and personal goods. Tanker 
cargo is almost entirely northbound, approximately 98 percent from 
California ports. 

The total freight traffic during 1957 for harbors within the Alaska 
district was reported by the U.S. Corps of Engineers as 3,950,824 short 
tons, of which 1,632,000 tons were rafted logs; 676,000 tons were 
gas, oil, and distillate fuel oil; 329,000 tons were motor fuel and 
gasoline; 167,000 tons were petroleum products, n.o.c.—not otherwise 
classified —99,000 tons were lumber and shingles, and 98,000 tons were 
fresh fish and fresh fish products. These figures include all water- 
borne traffic moving via the ports. 

The consistent decline in volume of Alaska waterborne dry cargo 
tonnage in the past several years may be attributed in part to the 
recent recession and in part to the falling off of military and Govern- 
ment activities, particularly in the area of construction. Figures are 
not presently available that would show comparisons of military with 
commercial traffic for the total coastwise movement to and from 
Alaska. 

Water carriers are making increasing use of containers, including 
truck trailer bodies, as well as smaller containers. 

In 1957 one water carrier transported 683 40-foot containers, 1,199 
24-foot containers, 113,147 cribs—a 60-cubic-foot collapsible wooden 
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container—and a large number of “guards,” a somewhat larger water- 
roof metal container. 

Use of containers, including refrigerated units, is tending to expe- 
dite the movement to and from the interior points. It has been success- 
ful in reducing loss and damage to cargo as well as eliminating ex- 

nse and delays formerly due to checking and handling. 

As I have stated, the bulk of freight traffic moving to and from 
Alaska is shipped by water. For a considerable number of years the 
Alaska Railroad maintained with water carriers joint rates between 
interior points in Alaska and Pacific coast ports. Such rates are of 
vital importance to shippers. 

However, the filing and maintaining of such rates with a regula- 
tory agency is a thing of the past. This is a result of past regulatory 
deficiencies which have been carried over to the present. 

Perhaps I should explain that a joint rate is a rate that extends 
over the lines of two or more carriers, and that is made by arrangement 
or agreement between such carriers and evidenced by concurrence or 
power of attorney, shown in the tariff containing such joint rate. In 
the absence of a joint rate, a combination rate applies. A combination 
rate is a rate that is made by combining the rates published for sepa- 
rate portions of the through haul. 

I would also like to explain at this point that a proportional rate, 
referred to later, is a rate that may be applied only in constructing 
through rates on traffic which originates at and/or is consigned to 
points that are located beyond the points from and to which such 
proportional rate is published. A proportional rate then, as well as 
other kinds of rates, may be used in constructing a combination rate. 

For many years the Alaska Railroad filed its tariffs with the Inter- 
state Commerce Commission for informational purposes only and 

uublished them with ICC identifying numbers. Thus, Alaska Joint 

reight Tariff No. 5-I, effective August 7, 1952, with the concurrence 
of Alaska Steamship Co., Berger Transportation Co., and Coast- 
wise Line, was published by the Alaska Railroad as ICC No. 205. 
This tariff was not filed with the Federal Maritime Board. 

The joint rates filed by the Alaska Railroad, with concurrence of 
the steamship companies, were not subject to the regulatory control of 
either the Interstate Commerce Commission or the Federal Maritime 
Board. 

Following an investigation of water rates to Alaska in connection 
with its consideration of proposed changes in rates, the U.S. Marti- 
time Commission stated in a report, “U.S. Maritime Commission, 
Alaskan Rates, No. 571, and Alaska Rate Investigation No. 2, No. 572, 
decided August 28, 1941,” that— 

Alaska Steamship maintains joint rates and fares with Alaska Railroad, 
which is owned and operated by the U.S. Government under the provisions of 
the Alaska Railroad Act of March 12, 1914, chapter 37 (38 Stat. 305). Appar- 
ently these rates do not come within the jurisdiction of the Interstate Commerce 
Commission (34 Op. Att. Gen. 232). We are of the opinion that respondent 
Alaska Steamship should cancel existing joint through rates and fares with 
Alaska Railroad and establish in lieu thereof proportional rates for the water 
transportation involved. No order to that effect will be entered at this time, 


but consideration will be given to the issuance of such an order if the action 
indicated is not taken within a reasonable time. 
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Joint rates, however, were still being published nearly 12 years 
later. 

In Alaska Rate Investigation No. 3, No. 661, decided June 15, 1848 
the Maritime Commission again called attention to this matter and 
stated that: 

We believe that ample time has been given the carriers by water to make the 
changes suggested. 

No final action occurred, however, until 1953. 

The cancellation of joint rates was the culmination of a series of 
events. 

The Alaska Railroad, with the approval of the Secretary of the 
Interior, proposed various increases in rates. The Interstate Con. 
merce Commission was not consulted because it had no jurisdiction 
over the railroad even though ICC numbers appeared on the tariffs, 
Protests from Alaska caused the withdrawal of rates by the Depart. 
ment of the Interior, which requested that the railroad hold hearings 
in Alaska. 

A new rate structure recommended by the railroad became effective 
July 1, 1952. The railroad reissued its joint through tariffs, presum- 
ably reflecting the adjusted rates in Alaska. 

Complaints which followed could not be acted upon by the Inter. 
state Commerce Commission because it had no jurisdiction, nor could 
action be taken by the Federal Maritime Board, with whom no tariffs 
had been filed. 

We requested the tariffs they had left with us to be canceled, and 
that was done. 

On January 29, 1953, the Interstate Commerce Commission by 
letter requested that the tariff on file with it be canceled. The Com- 
mission said : 

In order to be consistent with the views expressed by the U.S. Maritime Com- 
mission in the above-cited proceedings, and in order to remove any circumvention 
of regulation now resulting from this tariff, it is clear that your ICC No. 205 
should be canceled and that no additional publications providing joint rates be 
tween the Alaska Railroad and water carriers subject to regulation by the 
Federal Maritime Board should be placed in the Commission’s tariff files. 

The railroad and the water carriers immediately complied and pub- 
lished new rates meeting these requirements. The water carriers 
filed proportional tariffs with the Board which showed the water 
carrier share of the rates requiring a rail haul beyond Seward. 

The railroad published a memorandum tariff which was not filed 
with any regulatory agency showing through rates from Pacific coast 
ports to rail points in the interior (Memorandum Freight Tariff No, 
5-—J, A.R.R. No. 1, effective July 1, 1953). 

Thus, as I said, joint through tariff rates on file with a regulatory 
authority became a thing of the past insofar as this traffic is con- 
cerned. The remaining publications of rates left much to be desired. 

The Alaska Steamship Co.’s proportional tariff, Alaska Steam- 
ship Co. Tariff No. 737, FMBF No. 56, ICC No. 68, was essentially a 
water-carrier tariff with some modifications to meet rail conditions. 
Although worked out jointly, the two tariffs did not fit together in all 


particulars. Thus, although the railroad allowed a class or com- | 


modity rate, whichever was lower, the steamship companies did not. 
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The Alaska Railroad quite obviously is interested in carload and 
Jess-than-carload rates, but the water carriers consider that assembling 
carload shipments is a disadvantage to them. 

Joint rates with a uniform pattern of volume requirements and rules 
and regulations, published in tariffs lawfully binding upon the par- 
ticipating carriers, would be beneficial. Such rates are of considerable 
advantage to both carriers and shippers. 

For example, they are convenient because the total charges for a 
shipment can be readily found. In the absence of undertakings 
for through service, the shipper will have to make some arrangement 
for transshipment at the interchange point. 

The absence of arrangements for through service deprives the ship- 
per and the consignee of the advantages given by section 20(11) and 
similar provisions in other parts of the act of recovering from either 
the originating or delivering line for loss or damage caused by any 
carrier participant in the through movement. 

Some years ago the Federal Maritime Board permitted the Alaska 
Steamship Co. to file joint through single-factor rates on shipments 
through Valdez, and carried beyond that point by motortruck. Water 
carriers could file similar through rates with the Alaska Railroad, 
assuming, first, that the courts upheld the Maritime Board assertion 
of jurisdiction ; and, second, that matters of rates, divisions, and liabil- 
itv between the water carriers and the Alaska Railroad could be sat- 
isfactorily resolved, with the approval of the Department of the 
Interior. 

There are also no joint rail-water-rail rates from inland cities in the 
other States to points in Alaska involving the Alaska Railroad and 
water carriers. 

The Interstate Commerce Commission would not permit such rates 
to be filed because its control extends only over the rail or rail-water 
haul to Alaska. 

A rail carrier can qoute a rate from an inland city in the other States 
to Fairbanks only by adding the rail rate to the port city and the 
Alaska Railroad’s joint rail-water rate, published in a memorandum 
tariff, or the Alaska Steamship’s rail-truck rate or by quoting the 
rail-water rate to Alaska and by adding the Alaska Railroad’s rail 
rate. 

It is understood that the different regulatory authorities interested 
in the Alaskan situation have no objection to the establishment as such 
of joint water-rail rates between Pacific coast ports and points on the 
Alaska Railroad, or to rail-water-rail or rail-water-motor rates be- 
tween points in other States and points in Alaska. The difficulty of 
any such publication arises from doubt as to the Federal Maritime 
Board’s jurisdiction over any such joint rates, and from the Com- 
mission’s unwillingness to accept for filing tariffs naming such rates 
in which all of the transportation is not subject to its jurisdiction. 

It should be noted that there has been no general congressional ap- 
proval of joint rates between carriers subject to the Interstate Com- 
merce Act and carriers not subject thereto. The only exception has 
been in the Civil Aeronautics Act of 1938 which encourages joint rates 
between air carriers subject to the jurisdiction of the Civil Aeronautics 
Board and certain surface carriers subject to that of the Commission 
with provision for joint action by the agencies through a joint board. 
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The extension of the Commission’s jurisdiction to the Alaska Rail. 
road and to the water carriers operating between ports in other States 
and ports in Alaska would make possible at once the filing of such joint 
through rates as might appear to be desirable, thereby contributin 
to the convenience of shippers and, from the standpoint of the new 
State of Alaska, opening new channels of trade which will contribute 
in no small way to its economic development. 

_An extended, reasonably economical, and coordinated transporta- 
tion system is necessary to give market value to the vast areas of 
mineral deposits, standing timber, hydroelectric sites, and other na. 
tural resources that are presently inaccessible. 

A large part of the constructive energies and financial resources 
of existing transportation enterprises that, under more favorable 
conditions, would be put to this use could be dissipated in the waste. 
ful struggle between and within the several modes of surface trang. 
portation, New investment capital, otherwise available for the exten. 
sion and improvement of transportation facilities, normally is reluc. 
tant to enter this competitive business until reasonable rules are estab. 
lished. 

The costs of such unnecessary strife would fall not only upon exist. 
ing carriers and shippers, and upon potential entrepreneurs in man 
industries, but also indirectly, upon the entire population of Alaska 
and of the Nation in the form of lost opportunities, and a restriction 
of economic development and defensive strength. 

We believe the effect of this situation will not be adequately 
remedied until the transportation of interstate and foreign commerce 
within Alaska and between Alaska and the other States is brought 
under appropriately integrated regulation. 

In our opinion, it is not possible for the Commission to establish 
effective regulation of motor carriers in Alaska, with respect to inter- 
state commerce, without regulatory jurisdiction over the chief com- 
petitor, the Alaska Railroad, nor over interstate and foreign con- 
merce between Alaska and other States without jurisdiction over the 
water carriers involved as well as the Alaska Railroad. 

While the language of the proposals set forth in H.R. 6244 is neces- 
sarily technical, their purposes are relatively simple. 

Title I of the bill would provide “grandfather” rights for common 
and contract motor carriers and freight forwarders operating to, 
from and within Alaska in interstate or foreign commerce, and for 
water carriers operating in interstate or foreign commerce within 
Alaska, except for water carriers operating between Alaskan ports 
over the high seas. These are the carriers which became subject to the 
Commission’s jurisdiction upon the advent of statehood. 

Under the 1950 amendments to part IT of the Interstate Commerce 
Act, the Commission has given jurisdiction over transportation by 
motor vehicle in commerce between places in the United States and 
places in its territories or possessions, but this jurisdiction was limited 
to regulating such transportation to the extent that it takes place 
within the United States. : 

Those amendments also gave to all holders of exising certificates 
or permits authority to handle traffic destined to or originating I 
territories or possessions. In view of this, two different types of 
motor-carrier grandfather clauses are provided in the bill. Under 
one, carriers holding certificates or permits to operate in the 48 States 
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would have their operating rights extended to include service to such 
areas or points in Alaska which they in fact served prior to statehood 
on the grandfather date. 

The other type of grandfather clause would apply to carriers oper- 
ating within Alaska in interstate or foreign commerce and follows 
the general pattern of similar provisions in the past. 

Both types are more liberal as to routes used, points served, et cetera, 
than provisions in previous legislation of this nature. This is deemed 
desirable under circumstances where carriers are few and trafic is 
sparse. Otherwise, services might be impeded and carriers might be 
reluctant to spend the time and money necessary to obtain extensions 
of their operating rights because of the small amount of traffic and the 
risks eedived. , 

Except for seasonal operations or interruptions to service over 
which the carrier had no control, the critical date is August 26, 1958, 
the date on which the people of Alaska voted in favor of statehood. 
No interim rights are provided for those who may have instituted 
operations after the critical date since no carrier, even those who 
would qualify under these proposed grandfather provisions, could 
lawfully operate after the date of admission, January 3, 1959, with- 
out temporary or permanent authority granted under existing pro- 
visions of the act. No useful purpose would therefore be served by 
such a provision. 

In this connection, I might mention that a rulemaking proceeding 
is now pending before the Commission to determine whether a certifi- 
cate or permit issued prior to the admission of Alaska as a State, au- 
thorizing, for example, the holder to serve “all points in the United 
States,” would, after the admission of Alaska, authorize the holder to 
serve all points in Alaska. The cutoff date of July 1, 1959, for the 
filing of applications should of course be changed to a later date, de- 
pending on the date of enactment. It is generally felt that 6 months 
would be a reasonable period to be allowed. 

With respect to section 106 of the bill providing grandfather rights 
for freight forwarders which have performed services within Alaska 
or between Alaska and points in other States, we recommend, upon 
further consideration, that this provision be amended so as to make 
it clear that it shall apply to freight forwarders whether they were 
operating on the critical date in the conventional manner described as 
freight forwarding in part IV of the act, or were operating in con- 
junction with other carriers to provide such service to or from Alaska. 

Such an amendment is desirable in view of the fact that there was no 
requirement prior to the admission of Alaska as a State that freight 
forwarders operate in the manner described in part IV except insofar 
as such transportation took place within the United States. It is, 
therefore, suggested that the leuaeliats beginning in line 25, page 10, 
and ending in line 2, page 12, of the bill be amended to read as follows: 

(2) Subject to the provisions of the last sentence of subsection (c) of this 
section, if any person (or his predecessor in interest) was engaged in service 
on August 26, 1958, between places in the Territory of Alaska and places in the 
United States, and between places in the Territory of Alaska (other than a per- 
son whose operations to, from, and within Alaska are subject to regulation by 
the Federal Maritime Board as a common carrier by water under the Shipping 


Act of 1916, as amended, and the Intercoastal Shipping Act of 1933, as amended, 
but whose operations would be those of freight forwarder under the Interstate 
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Commerce Act) which service either would have been subject to this part or 
which, in conjunction with the services of other carriers, resulted in the trans. 
portation of property between such places whether or not all of such trangpop. 
tation would have been service subject to this part, and has so operated Since 
that time (or if engaged in furnishing seasonal service only, was engaged jp 
such operations have not been discontinued), except in either instance ag tg 
interruptions of service over which such person or his predecessor in interes 
had no control, a permit shall be issued authorizing such operations withoy 
further proceedings if application for such permit is made as provided herejp 
on or before * * *. Pending determination of any such application, the continy. 
ance of such operations without a permit shall be lawful. Applications for pep. 
mits under this paragraph shall be filed with the Commission in writing, and jy 
such form, contain such information, and be accompanied by proof of service 
upon such interested parties as the Commission shall require. 

With the exception of freight forwarders, ever since the enactment 
of the Motor Carrier Act, 1935, it has been the consistent policy of the 
Congress to provide grandfather rights to existing carriers whenever 
the Interstate Commerce Act has been extended to additional carriers, 
In the absence of such legislation, the general provisions of the act 
would call for normal applications and the requisite proof of public 
convenience and necessity for the right to do what they have already 
been doing. 

This would obviously mean more work and expense for carriers 
and the Commission alike and serve no useful purpose. 

We, therefore, urge that these provisions be enacted to provide such 
rights for those carriers, including freight forwarders, which became 
subject to the act by reason of Alaska statehood. 

Title I of the bill would also clarify the status of motor carriers 
operating between points in Alaska and the other States through Can- 
ada by providing that the application of part II of the act shall not 
include any requirement as to conduct in a foreign country which is 
contrary with a requirement of such foreign country, but shall include 
as a condition to engaging in such operations within the United States, 
the observance, as to the entire service, of the rate provisions of part 
IT pertaining to such transportation. 

Section 107 would authorize freight forwarders to use the services 
of the Alaska Railroad and water common carriers operating between 
ports in Alaska and other U.S. ports, and between ports in Alaska 
over the high seas. Freight forwarders cannot utilize the services of 
such carriers under existing law. 

Enactment of this provision would, of course, be unnecessary if 
titles IT and ITT of the bill are also enacted. 

Title II of the bill would, 180 days after its enactment, subject the 
Alaska Railroad to the provisions of part I of the Interstate Commerce 
Act, and related acts, except with respect to requirement of Commis- 
sion approval for extension of its lines and for issuance of securities, 

This carrier would also be made subject to the acts relating to rail- 
road safety and the Transportation of Explosives Act. 

In this connection, the subcommittee may wish to consider spelling 
out more specifically the safety statutes to which the railroad would 
become subject. This could be accomplished by changing lines 20 
through 23 on page 14 to read as follows: 
amended, and related Acts, including the Acts of March 2, 1893; March 2, 1908, 


and April 14, 1910, known as the Safety Appliance Acts (45 U.S.C., secs. 1-16) ; 
the Act of May 6, 1910, known as the Accident Reports Act (45 U.S.C., secs. 
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398-43) ; the Acts of February 17, 1911, and March 4, 1915, known as the Boiler 
Inspection Acts (45 U.S.C., secs. 22-34) ; the Act of March 4, 1907, known as the 
Hours of Service Act (45 U.S.C., secs. 61-64) ; and sections 831-835 of chapter 
39 of title 18 of the United States Code, known as the Explosives and Combusti- 
ples Act, in the same manner and to the same extent as if such— 

It has been suggested that Employers’ Liability Act and title I of 
the Railway Labor Act be included among the statutes listed. Those 
statutes are not administered by the Commission and we therefore take 
no position as to whether they are included or excluded. 

During the course of the hearing before the Senate committee on 
§. 1508, which corresponds to title Il of H.R. 6244, apprehensions were 
expressed as to possible conflicts that might arise under the accounting 
and reporting requirements of the Interstate Commerce Act and the 
requirements of the Bureau of the Budget, the U.S. Treasury, the 
Comptroller General, and the Department of Interior. 

While we believe that the needs of the agencies concerned could be 
accommodated under the present provisions of the act, to allay any 
fears in this contention, we would have no objection to the insertion of 
the following language, which was proposed by the General Account- 
ing Oflice, after the word “securities” in line 2, page 15, of the bill: 
and except further that in carrying out its duties under section 20 of the Inter- 
state Commerce Act, as amended, the Commission shall consider the needs of the 
Comptroller General of the United States, the Secretary of the Treasury, the 
Director of the Bureau of the Budget, and the Secretary of the Interior pursuant 
to provisions of law with respect to the accounting, auditing, financial reporting, 
and budgetary requirements of such railroad or railroads, so long as such rail- 
road or railroads continue to be wholly owned and operated by the United States. 

In lieu of its present provisions relating to the issuance of free 
passes, the Alaska Railroad Act would be amended to incorporate 
by reference the provisions of part I of the Interstate Commerce 
Act (secs. 1(7) and 22) respecting the furnishing of transportation 
free or at reduced rates. This departs to some extent from our prior 
proposals submitted to the Senate committee respecting the regulation 
of transportation to, from, and within Alaska as a Territory. 

At that time we recommended making section 22 inapplicable to 
Government traffic, except during time of war or national emergency, 
principally on the ground that effective regulation would be difficult 
if, as we understood it, more than 50 percent of the traffic moving in 
Alaska was U.S. Government traffic and therefore subject to section 22. 

Statehood has intervened, and our proposals at this time are aimed 
at regulating surface transportation in interstate or foreign commerce 
with respect to Alaska in the same uniform manner it is now regulated 
in the other States. 

We fully realize, of course, that statehood will make no overnight 
changes in the character of the traffic. We do feel, however, that state- 
hood will give a new impetus to the economic growth and development 
of Alaska and that a decline in the percentage of Government traffic 
may reasonably be expected. In passing, and in fairness to defense 
officials currently controlling Government traffic in Alaska, we are in- 
formed that rates being negotiated are not at depressed levels, but on 
the contrary have served as a pattern for civilian freight rate levels 
for all modes of carriers. Appl ‘ation of section 22 would, therefore, 
at this time seem to cause no change in revenues for the carriers 
tendered Government traffic, unless Government policy in Alasks 
should change. 
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In attempting to show that very little traffic of the Alaska Railroad 
would become subject to the Commission’s jurisdiction, one opponent 
of this proposal stated in his testimony before the Senate committeg 
that— 
approximately 90 percent tonnagewise—S0 percent revenuewise—of the traffie 
of the Alaska Railroad moves on local billing. 

We submit that the fact of local billing does not necessarily indicate 
that a shipment moves in intrastate commerce. 

Of the total 400,000 to 500,000 tons of dry cargo passing through 
Alaskan ports, it is estimated that as much as 80 percent, or 300,000 
to 400,000 tons of this traffic, may be subject to regulation. Some of 
this through traffic would move inland by trucks, but a large part 
would be handled by the Alaska Railroad. 

Moreover, a large part of that tonnage would fall within the many. 
factures and miscellaneous group. This is largely high-rated, profit. 
able traffic for which there is strong competition between rail and 


motor carriers. A similar situation would likely prevail in some 


degree for the tonnage classified as forwarder traffic. 

Data set forth in the tables in appendix 4 show by commodity grou 
the relative importance of the commercial traffic handled by the Alaska 
Railroad in terms of volume and of revenue. It will be noted that 
the manufactures and miscellaneous group accounts for about 60 

ercent of the tonnage for each of the years shown. The revenue 
urnished by this group was in a range from 82.8 percent of the 
total revenue from commercial traffic in 1955 to 73.8 percent in 1958, 

Included in the manufactures and miscellaneous group, however, are 
classes comprising gasoline, and fuel, road, and residual oils which 
move in bulk. To the extent this latter movement comes to rest at 
the port, it would not fall under our jurisdiction as the rail move- 
ment beyond is intrastate in nature, excepting, of course, those ship- 
ments moving under joint rates to ultimate destination but with tran- 
sit provision for storage at the port. In 1958, forwarder traffic pro- 
duced 6.8 percent of the tonnage and 11.2 percent of the revenue. 

It has been contended in newspaper articles and elsewhere that 
enactment of this provision will result in at least a 20-percent increase 
in the freight rates of the Alaska Railroad. I believe that I should 
make it clear that there is nothing in the bill, nor in the Commission’s 
regulations, which in and of themselves would cause such an increase, 
As the subcommittee is undoubtedly aware, under the Interstate Com- 
merce Act, carriers historically initiate their own rates. 

While Alaska Railroad would be free to file whatever rates it 
believes warranted upon enactment of the bill, presumably it is satis- 
fied with its present rate structure and that its initial tariff would 
reflect that structure. Should any or all of such rates be formally 
challenged, the Commission would, of course, pass upon their law- 
fulness. 

In determining the justness and reasonableness of the level of any 
rate or rates of the Alaska Railroad, the Commission, under this 
bill, would be required to observe the customary rule of ratemaking 
in the light of the national transportation policy, including national 
defense considerations as set forth therein, and the provisions of the 
Alaska Railroad Act, which would remain unchanged under the bill, 


relating to the carrier’s development and defense purposes, In the 
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usual competitive situations, a reasonable rate should be compen- 
satory ; that is, it should cover direct costs and make some contribution 
to depreciation, return, and taxes. 

The Alaska Railroad pays no taxes, and there is no present require- 
ment that it show any return on investment, nor is any such require- 
ment contained in the bill. 

A considerable amount of the Government’s investment in the 
Alaska Railroad is in facilities devoted solely or partly to defense 
and development purposes. This is also true with respect to certain 
of the railroad’s operating costs. As a matter of public interest, such 
investment and operating costs would not properly under the law 
be considered by the Commission in passing on the lawfulness of the 
railroad’s rates on commercial traffic. It would be only that part of 
the railroad’s plant and operating costs attributable to general com- 
mercial traffic which would serve as a factor in determining the 
reasonableness of the railroad’s competitive rates if brought into issue. 

The purpose of this provision of the bill is not to raise the level 
of the railroad’s rates, but to facilitate the uniform regulation of 
interstate carriers serving Alaska so that their rates, charges, and 
practices will in the public interest achieve ae and fairness. 

Editorially, it is suggested that the following changes be made in 
title II of the bill: (a) Change the words “said sections” in line 2, 
page 13, to “this Act”, and (6) change the word “Territory” in line 7, 

age 13 to “State”. 

Title III of the bill would, in brief, transfer from the Federal 
Maritime Board to the Commission jurisdiction over regular-route 
water common carriers operating in interstate commerce between ports 
in Alaska and other U.S. ports, and between ports in Alaska over 
the high seas. It would also have the effect of subjecting to Com- 
mission regulation contract carriers and irregular-route common car- 
riers by water operating between those ports. Since the Maritime 
Board regulates as water carriers certain persons who do not operate 
vessels, but who appear to be in the category of freight forwarders 
as defined in part IV of the Interstate Commerce Act, the proposed 
amendments would place such operators in their proper category. 

In accomplishing such transfer, the provisions of the Shipping Act 
of 1916, the Intercoastal Shipping Act of 1933, and section 27 (b) of 
the Statehood Act would be repealed insofar as they are inconsistent 
with the Interstate Commerce Net and to the extent that they provide 
for the regulation of water transportation in interstate or foreign 
commerce within Alaska and between Alaska and the other States. 

This repeal provision is similar to that contained in the Trans- 
portation Act of 1940 (sec. 320 of the Interstate Commerce Act) 
when jurisdiction over domestic water transportation was transferred 
from the Board to the Commission. 

I wish to point out in this connection that there was inadvertently 
omitted from the Commission’s draft of this bill a provision, similar 
to that contained in the 1940 act, repealing all cules provisions of 


law inconsistent with the Interstate Commerce Act with respect to 
Alaskan transportation. The words “, and any other provisions of 
law,” should therefore be inserted between the words “law” and “are” 
in line 6, page 17, of the bill. 
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As in the Transportation Act of 1940, certain provisions of the 
Merchant Marine Act of 1936 and the Shipping x Acts are specifically 
excepted from repeal. 

Title III of the bill also provides for the transfer of pertinent 
records, report, files, and other documents from the Board to the 
Commission. Tariffs and schedules of contract and irregular-route 
common carriers by water made subject to regulation for the first time 
by title III would ‘be required to be filed w ith the Commission within 
180 days after the effective date thereof. Appropriate provision js 
also made for the continuance of proceedings pending before the 
Board and the courts involving those carriers affected by the transfer 
of jurisdiction. 

“Grandfather” rights are provided for those carriers who would 
become subject to the Commission’s jurisdiction upon enactment of the 
bill, including those “persons” whose operations would be those of a 
freight forwarder under the Interstate Commerce Act. These pro- 
visions are rather liberal in that there are no restrictions with re- 
spect to particular routes used or points served in past operations, 
This is deemed desirable for the reasons stated in connection with the 
grandfather provisions in title I of the bill. 

The critical date is the effective date of the proposal. An earlier 
date would have been inappropriate in this instance with respect to 
regular-route common carriers, since under the prov isions of title III 
they must necessarily have already been in operation and subject to 

rate regulation by the Maritime Joard in order to be affected by the 
proposed transfer of jurisdiction. 

Different treatment of contract and irregular-route common car- 
riers does not seem warranted because of the probability of there be- 
ing only a few of them. 

Tt appears that the following editorial changes should be made in 
title III of the bill: 

(1) Page 19, line 3, change “ni avigations” to “navigation”. 

(2) Page 26, line 1, change ' “as” to “and”. 

3) Page 26, lines 7 and 8, strike the words “by inserting ‘(1)’ 
after ‘Sec. 410.(a)’ and”. 

(4) Page 26, line 10, change “(2)” to“(3)”. 

(5) Page 26, lines 14 and 15, strike the words 
date this paragraph takes effect,’ 

(6) Page 26, line 16, strike the words “such date,” and insert in 
lieu thereof “ the date this paragraph takes effect,” 

Mr. Chairman and amen of the subcommittee, that concludes my 
prepared statement, and I wish to thank you for this opportunity 
to appear and testify today. We earnestly recommend that these 
proposals be given favorable consideration so that all forms of sur- 
face transportation constituting routes between Alaska and the other 
States will be brought within the same general plan of regulation pro- 
vided for in the Interstate Commerce Act. 

With your indulgence, there is one further matter that I wish to 
mention and that is s during the hearing before the Senate committee 
on these proposals, certain vicious and sweeping charges were leveled 
at the Commission in connection with its administration of part ITI of 
the Interstate Commerce Act, particularly with respect to rail and 

water competition involving coastwise and intercoastal shipping. 
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With the permission of the Senate committee the Commission filed a 
supplemental statement refuting these accusations. ‘ If these or simi- 
lar charges are made during the course of these hearings, it is respect- 
fully requested that we be given an opportunity to file a supplemental 
statement in om thereto. 

We will be glad to undertake to answer any questions you all may 
4% Wuuiass. Thank you very much, Mr. Tuggle. 

Mr. Busu. It is my understanding that as far as this bill is con- 
cerned, you would like to see the grandfather clause, which has 
already been the practice of the Congress, to stand and from now on 
the rates and provisions will come under the jurisdiction of the 
Commission ? ‘ 

Mr. Tucerx. The grandfather clause, Mr. Bush, refers to operating 
rights to be conferred upon motor carriers. ‘That is title I of the 
House bill. It has already passed the Senate as I understand, and 
so far as I know there is no opposition to it on any score. 

Mr. Busy. That has been the general practice when these opera- 
tions have been in existence. They have had to come under control 
of the regulatory body. Then they have what is known as the grand- 
father clause and from then on they come under the jurisdiction of 
the regulatory body ? 

Mr. Tuceir. Yes, sir. 

Historically, the Congress has accorded that privilege and I might 
say that the language in this bill is somewhat more liberal than former 
grants because it was realized that Alaska was a new territory and 
there should be the least possible number of restrictions consistent 
with the public interest. 

Mr. Busn. I think that is all. 

Mr. Wittrams. Mr. Friedel? 

Mr. Frreper. Mr. Chairman, I know that Mr. Paul Hall is opposed 
tosome sections of this bill. He is not here. I would like to have his 
statement inserted in the record. He is connected with the Seafarers 
International Union. 

Mr. Tucerr. I would like to say in that connection we would like 
to have an opportunity to insert a reply to any statement Mr. Hall 
makes, 

Mr. Wit11ams. The record will be kept open for a reasonable length 
of time. Of course, the committee will be glad to receive statements 
from all interested parties and any additional information you would 
like to submit. 

(The statement of Mr. Hall and the reply of Chairman Tuggle 
are as follows :) 

THE SEAFARERS INTERNATIONAL UNION, 
ATLANTIC AND GULF District, AFL-CIO, 


Washington, D.C., July 21, 1959. 
Hon. OrEN Harpers, 


Chairman, House Interstate and Foreign Commerce Committee, 
Washington, D.C. 

Deak CHATRMAN Harris: I am taking this opportunity to file a copy of the 
statement that I made before the Senate Interstate Commerce Committee on 
May 5, 1959, in opposition to S. 1507, a bill to make the Interstate Commerce 
Act, as amended, applicable to transportation by water between ports in the 
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State of Alaska and other ports in the United States, and for other pyr. 
208e8. 
. I shall appreciate your making this statement a part of the official recorg 
in connection with H.R. 6244. 
Very truly yours, 
PAUL HAL, 
Secretary Treasurer. 


STATEMENT OF PAUL HALL, PRESIDENT, SEAFARERS’ INTERNATIONAL UNION of 
NorrH AMERICA, IN Opposition To 8S. 1507, A BILL TO MAKE THE INTERSTaAT, 
CoMMERCE AcT, AS AMENDED, APPLICABLE TO TRANSPORTATION BY WATER Bp. 
TWEEN PorTS IN THE STATE OF ALASKA AND OTHER PORTS IN THE Unrtgp 
STATES, AND FOR OTHER PURPOSES 


Mr. Chairman, members of the committee, my name is Paul Hall. I am 
secretary treasurer of the Seafarers’ International Union, Atlantic and gulf 
district. I am also president of the Seafarers’ International Union of North 
America, which is a confederation of maritime unions on all coasts and jp. 
land waters having contracts with domestic and offshore shipping operators, 
I am also president of the Maritime Trades Department, AFL-CIO, consist. 
ing of 16 international unions with 250,000 members engaged in martime trang. 
portation and related industries. I would also like to point out that Mr. Joseph 
Curran, president of the National Maritime Union and a vice president of the 
AFL-CIO, is with us today, and the statement I am about the present repre 
sents the view of the National Martime Union and has been drafted in ¢op. 
sultation with the NMU. Consequently, the views I am presenting are those of 
the entire maritime labor movement in the United States. 

All of the American maritime unions are presenting a united front here with 
all of the coastwise shipping companies. In presenting the unions’ views, | 
am appearing in opposition to the bill S. 1507, and urge that it be tabled. 

Spokesmen for virtually all of the coastwise shipping companies will also 
appear here, and each, I am informed, will present his company’s individual 
problems arising out of this legislation and past actions with respect to the 
domestic shipping industry. 

We, of maritime labor, sclemnly believe that if S. 1507 becomes law, Alaska 
shipping will be destroyed. We base this belief on what we have seen the 
Interstate Commerce Commission do to shipping in other areas where it has 
authority over water transportation. 

Under the various shipping acts, as you know, the Federal Maritime Board and 
the Maritime Administrator regulate our foreign and noncontiguous maritime 
operations. Until 1940, the predecessors of the Federal Maritime Board also 
regulated our coastwise and intercoastal shipping companies. Under the Trans- 
portation Act of 1940 (Public Law 785, 76th Cong.), regulation and control of 
coastwise and intercoastal shipping was transferred from the Maritime Con- 
mission to the Interstate Commerce Commission. In the 19 years since that 
transfer took place, the major portion of U.S. coastal shipping has been destroyed 
with organized and lethal efficiency by the preferential treatment accorded the 
railroads. Our coastal shipping companies have been driven from the seas. 

The record will bear me out with startling emphasis that the railroads of the 
United States have engaged in a conspiracy to destroy our coastal maritime 
industry. Unfortunately, they have virtually succeeded in that conspiracy 
because they have been aided and abetted by the Interstate Commerce Commis- 
sion in the accomplishment of their unlawful objective. 

The Merchant Marine Act of 1936 (46 U.S.C. 110, et seq.) declares the policy of 
the Congress and this country to be that it is necessary to have a merchant 
marine sufficient to carry this country’s domestic waterborne commerce, both for 
our national defense and for the development of commerce. Despite this decla- 
ration of policy, reiterated many times over by subsequent sessions of Congress, 
we charge that the railroads have been destroying our domestic waterborne com- 
merce, and that in this deadly and illegal process they have had the willing and 
enthusiastic cooperation of the ICC. 
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If we go back to June 1939, before the passage of the act which turned over 
coastal shipping to the tender mercies of the ICC, we find that there were 510 
ships engaged in coastwise trade. In February 1959, the total had dwindled to 
280, a loss of 230 vessels. 7 . 

But that isn’t the full story. The 510 vessels operating in June 1939, broke 
down this way : 275 tankers, mostly owned by oil companies, 70 bulk ore carriers, 
and 143 dry cargo common carriers." Of the 143 common carriers, all except 
15 have been driven from the seas; 12 on the Atlantic and gulf coasts and just 
3on the west coast. This is our progress under the ICC. 

The impact on seafaring jobs has, of course, been severe. The 510 ships of 
1939 provided 20,156 seafaring jobs. That figure had fallen to 12,680 jobs on 
280 ships in February 1959, a loss of 7,476 seafaring jobs. 

A similar picture prevails in the intercoastal trade. In June 1939 there were 
165 intercoastal ships employing 6,327 seamen. By February 1959 the number 
of ships in the intercoastal trade had fallen to 45 and employment was down to 
2,101 seamen. The intercoastal trade had lost 120 vessels and the jobs of 4,000 
seamen had also gone down the drain. To sum up, during the period that the 
coastwise and intercoastal industry has been under ICC jurisdiction, 350 ships 
and nearly 12,000 seafaring jobs have been lost. Undoubtedly this decline has 
also contributed heavily to similar employment declines in shipyards and other 
industries dependent on maritime for their existence. 

This sounds bad enough of itself, if we were to assume that the economy of the 
United States in 1989 was comparable to today’s. But the picture of steady 
shrinkage of coastal shipping contrasts violently with developments in the rest 
of our economy. During that same 20 years every other major U.S. industry 
expanded by leaps and bounds to alltime highs in production, plants, and earn- 
ings. Maritime was the only one of the vital U.S. industries to suffer a decline 
during a period of two decades of national growth. If maritime merely kept 
pace with the rest of the economy there would be 1,000 to 1,500 ships today in 
our domestic trades. The major reason that the domestic maritime industry has 
gone backward is the shabby treatment it has received from the Government 
regulatory agencies. 

Had maritime not been the victim of outright bias in favor of its major 
competitor, the railroads, we wouldn’t have to be here today. We would be a 
healthy, flourishing industry, offering employment to thousands more seamen, 
shipyard workers, ship supply workers, longshoremen, and other crafts. 

In all of World War II, from September 1939 through July 31, 1946, the 
United States lost 605 merchant ships of 1,000 gross tons or over because of 
enemy action. The gross tonnage involved was over 4 million tons.* But the 
railroads, with the aid of their beaureaucratic satellite, the ICC, have put out 
of operation almost 60 percent as many ships as our enemies succeeded in sink- 
ing in World War II. The process by which the railroads and the Commission 
are destroying the American maritime industry—their method of execution is 
the rate war, which I will attempt to describe in some detail subsequently, as 
will other witnesses at this hearing. 

As I have indicated, the decimation of our coastal fleets has had disastrous 
effect on the livelihood of professional seamen and related maritime workers. 
According to the latest figures * as of March 1, 1959, there were less than 57,000 
seamen employed by our entire maritime industry. During the period in which 
the ICC has controlled our coastal trade, approximately 12,000 seamen have 
been permenently beached and forced to seek employment elsewhere, with their 
Skills lost to maritime. Thus our human assets, our army of trained and ex- 


perienced seamen, has been depleted by the railroad—ICC conspiracy by more 
than 20 percent. 





1 Hearings before the Senate Committee on Interstate and Foreign Commerce on S. Res. 
50, Apr. 11, 1950, p. 1186. 


*Table by Statistics and Special Studies Office, Labor Data Branch, Maritime Adminis- 
tration, attached as exhibit 1. 

* Encyclopedia Britannica, vol. 20, p. 557. 

‘Maritime manpower report, “Seafaring, Longshore, and Shipyard Employment as of 
March 1, 1959,” prepared by the Maritime Administration, Rept. No. Mar—150-10. 
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Let me read you a partial casualty list of shipping companies that have fallen 
victim to the LCC’s power over coastwise and intercostal shipping. The follow. 
ing companies have been forced out of that trade since 1939: 


Atwa Coal Transportation Co. American Range Shipping Co. 
Bull Lines Morgan Line 

Clyde Mallory Raritan Steamship Corp. 
‘all River Navigation Co, Savannah Steamship Co. 
Eastern Steamship Lines Southern Steamship Co. 
Lykes Coastwise Waterman 

Merchants and Miners Burn Steamship Co. 
Moore-McCormack Gulf Kingsley Co. 

Ocean Steamship Co. Newtex Steamship Corp. 
Colonial Navigation Co. Moore Mill and Lumber Co. 
Cuba Distilling Portland Steamship Co. 


It appears we are unable to learn from experience. Upon our entry into war 
we have always found ourselves with an almost nonexistent merchant marine; 
we have found it necessary to build a new merchant marine at terrific cost and 
sacrifice; then, at the end of the war, we have repeated the destruction of our 
commercial fleets. Thus at the end of World War II, we let our merchant 
marine deteriorate and almost die. Suddenly, the Korean war flared up, and 
we were faced with the immense problem of rebuilding our merchant marine 
by reactivating ships in the reserve fleet. But this was just the beginning of 
the task. Thousands of qualified seamen had been driven out of maritime and 
had settled ashore. We faced a disastrous shortage of seamen. Our unions 
were obliged to take frantic steps to recruit men, including advertising in news- 
papers to entice them back into the industry. We had to seek out skilled 
members who had left the sea years back, and when we found them, all too 
often they were reluctant to return to an industry which offers only insecurity, 
And indeed, they were rightfully reluctant, for in 1954, thousands of men who 
had heeded our call found themselves stranded again. 

Nor does it take a war to drive the lesson home. Take what happened in 
the winter of 1956-57, following the Suez crisis and the closing of the canal— 
the kind of crisis we can expect to pop up at any time in the world we live in 
today. Even in that relatively minor crisis, our merchant fleet was strained 
beyond capacity. The Maritime Administration had to break out half-rotton 
hulks from our reserve fleets at great expense, and the maritime unions again 
had to scour the countryside and dislodge former seamen from shoreside jobs. 
I can remember we combed our old membership lists and sent out thousands 
upon thousands of postcards to determine how many men were available. Off- 
hand I would say that not 1 in 10 responded. Even the job of locating them 
was monumental. 

Someone might ask, well, what bearing does this have on the issue we are 
discussing today? This is the answer. A healthy, flourishing, domestic ship 
ping industry gives us an essential reserve of operating ships and men which can 
be marshaled to meet an emergency. Remember, in the first year of World 
War II, we depended almost exclusively on the 675 domestic-trade ships we had, 
to fill the supply gap until the Libertys started coming out of the shipyards in 
sufficient numbers late in 1942. It was fortuante for us that we had those 675 
ships then, until our shipyards could start to turn out tonnage on a large scale. 
We don’t have that kind of reserve today, only the broken-down rustbuckets in 
the boneyard that would take 6 months to whip into shape. 

Just to show you a little example of how valuable our domestic ships are, 
I cite the case of the Seatrain Texas, a coastwise carrier. When the Nazis were 
hammering at the gates of Alexandria and threatening to sever the Suez life 
line, the British sent a desperate plea for help to President Roosevelt. They 
needed tanks and they needed them ina hurry. The Seatrain Teras was loaded 
with 180 tanks and in October 1942, made a lonesome but successful run around 
Africa in 3 weeks to discharge her cargo. Everybody knows what happened 
at El Alemain after that. 

I wonder what would have happened if the ICC had been throttling the coastal 
trades in the 1930’s. How many tanks could the railroads have delivered to 
Alexandria? Or for that matter, what could a railroad deliver to Lebanon or 
Jordan or Iran or Formosa today or to Alaska if things got hot in that area? 

Today, the ICC says in effect, ““We don’t need the Seatrain Tewras, or any 
other ship. The railroads can do the job.” We question that point of view. 
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We think the ICC’s anxiety to assist the railroads is helping to undermine 
our national security. 3 és 4 

Remember too, when our merchant marine languishes, our whole economy is 
affected. Seamen disappear from the waterfront. Highly skilled shipbuilders 
are driven from the shipyards into other occupations, and I don’t need to dwell 
on the low state of our shipyards today. Steel-mill workers must turn elsewhere 
to earn a livelihood. By destroying fleets, we destroy the know-how necessary 
to build and operate them. Ge 

The maritime unions do not always agree with the Federal Maritime Board. 
Sometimes we find it necessary to lock horns with the FMB. But at least the 
Maritime Board and the Maritime Administrator understand some of the prob- 
lems which confront us as an industry. The ICC, on the contrary, has no inter- 
est in or concern with the problems of the maritime industry and has turned a 
completely deaf ear to our protests and complaints, The ICC has done every- 
thing possible to torpedo maritime and turn over its business to the railroads. 

Now we are confronted with another aspect of the problem relating to the 
new State of Alaska and its crucial role in the future of our economy. Alaska 
shipping has also dwindled in the past few years, but at least the agency which 
has been concerned with Alaska shipping problems, the FMB, has made some 
effort to solve them. The pending legislation, S. 1507, would transfer control of 
Alaska shipping from the Federal Maritime Board to the very agency which, in 
a period of 19 years, has practically exterminated our coastal maritime in- 
dustry. 

I don’t believe it is the intention of Congress to destroy, rather than to pre- 
serve Alaska commerce, nor that it is your intention to drive our coastwise ships 
from the seas and their crewmembers into unemployment. If our national trans- 
portation policy, calling for the maintenance of a healthy merchant marine is to 
be implemented, if it is deemed desirable to maintain a domestic fleet, if it is 
important to have available trained and experienced seamen for the Alaska trade 
as well as in other domestic trades, then we think you have no alternative but to 
yote down this dangerous legislation. 

To enact S. 1507 to give control over Alaska shipping rates to the ICC would 
certainly be to throw the baby to the wolves. The potential growth and ex- 
pansion of the 49th State would be paralyzed in double-quick time by the rail- 
roads and the Commission, because of the practice of the railroads to set exces- 
sively high rates on cargo destined for Alaska as compared to domestic rail ship- 
ments or rail-water shipments to foreign countries. The attitude of the ICC 
toward Alaska shipping and the economy of Alaska is set forth in all its crude- 
ness and ruthlessness in the decision in the case known as U.S.A. v. Great North- 
ern Railway Company et al. decided on June 6, 1957. The undisputed record in 
that case reveals that freight of all kinds can be shipped from Columbus, Ohio, and 
other midwestern cities to Yokohama, Japan, cheaper than it can be shipped to 
Alaska. The ICC actually has permitted the railroads to discriminate in favor 
of a foreign competitor as against Alaskan interests. 

Here are some revealing rates, as set forth in the decision of ICC. The all- 
rail domestic rate on all kinds of freight from Columbus, Ohio, to Seattle is 
$4.42; the ocean rate from Seattle to Seward is $1.55: making the total rate 
$5.97 per hundred pounds. But from Columbus to Seattle the lowest combina- 
tion rail-water rate, that is, the rate for freight in which domestic water carriers 
participate, is $5.49, that is $1.07 higher than the all-rail rate, and that rate 
combined with the ocean rate from Seattle to Seward, amounts to $7.04 per 
hundred pounds. But from Columbus to Seattle, you can ship freight destined 
for Japan for $3.13 which is $1.29 per hundred pounds less than the rate on 
Alaska freight, and that figure combined with the ocean rate, makes a total 
rate from Columbus to Yokohama of $5.61, or about 36 cents less than the rate 
from Columbus to Seward. 

The injustice of these rates was protested by the Administrator of General 
Services, the Secreiary of Defense, the Governor of Alaska, the Secretary of the 
Interior, the Alaska Railroad, and a host of shippers. The defending railroads 
took the position that in the foreign business there was competition, but in the 
Alaskan trade, no competition was involved. In other words, what the railroads 
are saying is, “Let’s soak Alaska, because we have a monopoly.” The 1CC found 
that, whether the freight is being shipped to Japan or to Alaska “the rail ear- 
rers render substantially the same service in the physical handling of the car.” 
It also found that railroads absorb port charges in the foreign trade, but not 
in the domestic trade. The complaining Government agencies demonstrated that 
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lower rail rates on Alaska traffic would aid the economic development of Alaska, 
Even on this record, and its own findings, the ICC decided that these discriming. 
tory rates must remain in effect, notwithstanding the fact that these rateg are 
thereby helping to maintain the notoriously high cost of living and cost of doing 
business in Alaska. From the defense standpoint, Alaska is a strategic State, 
and if it has a fair opportunity to develop, will provide our greatest industria] 
and economic potential for the future—provided we keep the ICC and railroads 
from throttling that potential. 

Remember, Alaska is almost completely dependent on waterborne commerce, 
There is no railroad to Alaska. There is no dual, superhighway to Alaska. The 
freight which reaches that great State other than by shipping is a trickle. Oyr 
Alaskan shipping trade must be preserved, not only for our prosperity but for 
our national defense. Despite these facts, the bill under consideration here 
would doom the Alaskan trade, as witnesses here today will demonstrate. It ig 
to be expected that passage of this bill would be followed by further extortionate 
rate charges by the railroads against Alaska, and the shipping companies would 
be powerless to defend themselves. 

The conspiracy to kill off maritime in favor of the railroads shows itself jn 
many ways. For example, aS you will hear in great detail from a spokesman 
for the company, Coastwise Line, a Pacific coast operator, is being deliberately 
driven into bankruptcy by a combination of railroads and barge companies, 
Newsprint, the second largest cargo commodity, is being carried by the conspira- 
tors at rates far below the actual cost of transportation. The indisputable pur. 
pose of this tactic is to drive Coastwise Line out of business, and it is succeed. 
ing. With callous disregard of the law, the conspiring carriers initially put 
these below-cost rates into effect for a 13-month period. That period was the 
time coldly calculated by the railroads as necessary to put the shipping company 
on the canvas for good. The collusive character of the ICC in this instance is 
shown by the fact that, although Coastwise Line filed its protest on April 2, 
1956, against the destructive reduction in rates, the Commission decided to deny 
the protest 7 days later, April 30, 1957. It did so without having received the 
replies of the railroad parties, without an investigation and without giving 
Coastwise a hearing. Thereby they pushed one of the few remaining coastwise 
operators closer to extinction. Again, in 1959, the railroads petitioned the ICC 
to make the depressed rates permanent. Coastwise protested, and the Maritime 
Administration filed a formal brief in behalf of the shipping company. Again 
the ICC sustained the railroads without an investigation, without giving the 
shipping company a hearing. We regard this action as clearly without due 
process. 

Take another example of this type of discrimination, this one involving ship- 
ment of silicagel from Paulsboro, N.J., to Pontiac, Miss. Before May 20, 1958, 
the all-rail rate was $1.80 per hundred pounds, the rail-water combination rate, 
$1.72. Of the combination rate, 72 cents went to the ship, 42 cents went to the 
railroad for carrying the cargo to the dock at Paulsboro; the other 58 cents went 
to the railroad in Mississippi for delivering the cargo to Pontiac. The railroad 
then published an all-rail rate of $1.73, 7 cents less than its old rate and only 
1 cent more than the water rate, effective May 20, 1958. Because of the differ- 
ence in delivery time, shipping companies could not compete. 

Seatrain Lines, a water carrier, protested, pointing out it would be forced to 
reduce the water rate to maintain the differential so that all carriers, rail and 
water, would be carrying the same cargo at lower rates, and all carriers would 
suffer. This was at a time when the railroads were crying that they were reel 
ing into bankruptcy and required massive Government aid—which they received. 
It should be noted that the water carrier could not reduce the railroad part of 
the combined rail-water rate and must absorb the entire reduction in the rate 
The Interstate Commerce Commission refused to suspend the rate. 

Thereafter, the railroads started another round of rate reductions by pub 
lishing a rate of $1.65, effective November 20, 1958. In order to restore the 
differential and stay in that business, Seatrain was compelled to publish a new 
rate of $1.57 on the combination rail-water rate, effective November 20, 1958 
Since Seatrain had to absorb the entire reduction, it now receives only 57 cents 
of the new rate for hauling this cargo the greater part of the distance involved, 
while the railroads collect $1 for the purely local delivery to and from the dock. 
Seatrain actually receives 1 cent less for carrying from New Jersey to Missis- 
sippi than the 58 cents the Mississippi railroad receives for moving the cargo 
from the dock to the point of delivery. This is just the beginning. Following 
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the national pattern, it is expected that the railroads will again reduce the all- 
rail rate while maintaining the existing charge on their part of the combination 
rail-water rates. Seatrain must go out of business or reduce its rate. The 
proportion going to the water carrier will grow less and less, while the rail- 
road’s share will grow larger and larger. ; ) 

Or take the experience of another company, Pan Atlantic. This company has 
operated in the coastwise trade since 1933, and between Tampa and North 
Atlantic ports since 1936. Since it started its Tampa operation, 2an Atlantic 
has carried substantial quantities of canned citrus fruits and juices. The 
prospects of handling a portion of this traffic and assisting in developing an 
eastern market for the then newly formed citrus canning industry were the 
principal reasons for establishing this service. Without this traffic, there would 
pe no Pan Atlantic coastwise service at Tampa, and it is not unreasonable to 
assume that without this traffic Pan Atlantic would not be in the coastwise 
trade today. ; : 

In 1948 Pan Atlantic handled over 200,000 net tons of canned citrus fruits 
and juices from Tampa to the eastern seaboard. In 1949 it handled 221,000 
tons; in 1950, 199,000 tons; and in 1951 it had dwindled to 161,000 tons. These 
tonnages were handled in the former break-bulk service prior to Pan Atlantic’s 
present trailership service. In recent years, the tonnage of citrus products 
handled by Pan Atlantic has been substantially less than in the forties. In 
1956 it handled 93,000 tons; in 1957, 61,343 tons; and in its trailership service 
for 1958, it handled a total of 127,000 tons, still a far cry from the earlier 

ls. 
eas particular traffic has represented as much as 59 percent of Pan Atlantic’s 
total northbound traffic and as much as 35 percent of its total two-way traffic. 
As to revenue, it represents as much as 59 percent of total northbound revenue, 
and as much as 29 percent of its overall revenue, both northbound and south- 
bound. 

Although the amount of traffic handled by Pan Atlantic may appear impres- 
sive, and it is important to that company, it represents only a small portion of 
the total movement of such traffic from Florida. For the canning season of 
September 1956 through August 1957, a bulletin dated August 1957 issued by 
the Growers & Shippers League of Florida shows the following distribution of 
canned citrus products: by rail, 62 percent; by truck, 29 percent; by water, 
9 percent. The bulletin for the 1957-58 year is not available, but the pattern 
should show no appreciable change. 

Pan Atlantic must publish and maintain differential freight rates on this 
traffic to enable it to compete with the railroads for the share to which it is 
rightfully entitled. Without rate differentials, no traffic moves via water and 
this particular traffic is no exception. 

The rail rates on canned citrus from Florida to the eastern seaboard have been 
changed 21 times since July 1946 (less than 13 years). During this same period, 
the rail carriers have sought and received from the ICC seven general ex parte 
increases, all of which have subsequently been removed from this traffic. 

For example, the rate from Tampa to New York on February 15, 1958, was $1.05 
per hundredweight, carload minimum 60,000 pounds. On May 25, 1958, this was 
reduced to 96 cents and on February 1, 1959, it was further reduced to 80 cents. 
The present 80-cent rate is the same as the rate in effect on January 2, 1931, 
28 years ago in the heart of the depression, although in the same period the ICC 
has granted the railroads cumulative ex parte increases of 158 percent. 

In every instance, where the rail rates have been reduced on this traffic, Pan 
Atlantic has been forced to make corresponding reductions in its rates in order 
to remain competitive. The reductions in the rail rates on May 25, 1958, and 
particularly the reduction of February 1, 1959, were aimed at diverting to the 
rails all of the traffic now being handled by Pan Atlantic. 

In each of these instances, Pan Atlantic filed with the ICC protests, and peti- 
tions for suspension of both the rail and the Pan Atlantic rate reductions; how- 
ever, the ICC Board of Suspension refysed to suspend. On appeal to Division 2 
of the Commission, the Board’s action was upheld except as to the February 1 
reduction. The reduced rates both via rail and via Pan Atlantic were allowed 
to go into effect but were placed under investigation in ICC docket 32816, ana 
that docket is now assigned for hearing in Washington, D.C., on May 19, 1959. 

This action by the ICC does nothing to stop the raging rate war between the 
railroads and the only deepwater coastwise carrier in the North Atlantic-Florida 
trade. Unless some positive action ie forthcoming immediately from the ICC, 
this carrier may soon cease to exist in the domestic trade. 
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As previously mentioned, Pan Atlantic in 1958 transported 127,000 tong o 
canned citrus from Tampa to the eastern seaboard. Based on this tonnage, the 
reduction in freight rates effective May 25, 1958, reduced the annual revenue og 
Pan Atlantic by $190,500 and the rate reduction of February 1, 1959, furthe; 
reduced its revenue by $345,000. The two most recent attacks of the railroads 
have reduced the annual revenue of Pan Atlantic on this particular traffic g 
total amount of $535,500. 

It is crystal clear that the greatest enemy of coastwise and intercoasta] ship. 
ping is the combination of railroads and their agents on the ICC. We believe the 
record is clear, and that it will be demonstrated in these hearings, that the rate 
wars conducted by the railroads, implemented by the ICC’s decisions, are rapidly 
destroying vur shipping companies. 

Regardless of the seriousness of their problems, the shipping companies haye 
no forum in the ICC. The ICC is deaf to shipping problems and does not under. 
stand them. 

We contend further that the ICC cannot have any incentive to preserve the 
merchant marine. The Commission members are from a railroad environment. 
They frequently come directly out of the railroad industry into the Commission 
and then turn around and leave the Commission to become high executives jy 
the railroad industry. For example, recently the Chairman of the ICC, Owen 
Clarke, became vice president of the Chesapeake & Ohio. Not so long ago, another 
Commission member, Robert W. Minor, became vice president of the New York 
Central. If a career in railroading is preparation for employment with ICC, 
and if service with ICC is a key to executive positions in the railroad industry, 
then it is little wonder that the Commission openly favors the railroads. 

In conclusion I would like to sum up our position in which the maritime indus. 
try, and all maritime unions, are united : 

(1) We vigorously oppose the bill, S. 1507, to apply the Interstate Commerce 
Act to transportation by water between ports in the State of Alaska and other 
ports in the United States, because we believe it would enable the railroads, 
aided and abetted by the ICC to destroy the Alaskan shipping industry, thereby 
strangling the commerce and paralyzing the development of this important State. 

(2) We believe that the railroads, aided and abetted by the ICC, are engaged 
in a successful war against our coastwise and intercoastal shipping, which wil] 
utterly destroy that shipping unless it is halted by legislative action. 

(3) We believe that coastwise and intercoastal fleets are essential to protect 
our national prosperity and defense and consequently we should like to take this 
opportunity to present steps which we think would rescue the industry from the 
disaster it is facing. Beyond the matter of tabling S. 1507, we propose a construe- 
tive program to prevent the railroads from destroying our coastwise and inter- 
coastal industries. First, we propose that the Interstate Commerce Act be 
amended so as to require maintenance of a differential between water and rail 
rates which will enable shipping companies to live. Second, we request a legis. 
lative provision which would eliminate or reduce the opportunities for evasion 
by the railroads of the present long-and-short-haul clause (sec. 4). 

We thank you for your courtesy and attention. 
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Vessels engaged in domestic trade—By type, tonnage (in thousands), and related 
employment potential (jobs) 





Se jalan ia — os — — 
Total, all ships tonnage Passenger/combination type 
| tonnage 
ee 
Deat- | | | Dea‘d- | 
Ships | Gross | weight | Jobs | Ships | Gross | weight | Jobs 
} tons | tons 
———___———_ amie | - 
| 
JUNE 1939 } 
| | j | | 
eels fect alate 772 | 4,204 | 6,495 | 32,170 | 53 298 233 | 6,720 
" 510 | 2,771 | 4,193 | 20,156 2| 115| 741 2789 
Toast wise - - ------------- ; 0 : “, 18 
eeeaael co } 165} 1,021 | 1,639] 6,327 | 6 47 46; 761 
Noncontiguous-. ---- ‘ m 97 502 663 5, 687 | 25 136 113 3, 170 
JUNE 1949 
| 
ec 8 -----| 382 | 3,000 | 4,630 | 16, 642 { 20 13 700 
Coastwise- ---- 252 | 2,161 3, 337 | 11, 160 
Intercoastal - - - 62 | 485 701 | 2,548 . ae 
Noncontiguous- --- 58 354 192 | 2,934 1 20 13 700 
FEBRUARY 1959 
Ol 7 392 4,092 | 6,297 | 18, 360 2 37 14 550 
Coastwise .-------------- 280 | 3,145 | 4,935 | 12, 680 
Intercoastal - . | 45 390 596 2,101 . 3 \ on 
Noncontiguous- --- 67 557 766 3, 579 2 37 14 950 
Freighters, tonnage Tankers, tonnage 
Dead- Dead- 
Ships | Gross | weight | Jobs Ships | Gross | weight! Jobs 
} ! tons tons 
JUNE 1939 
Ol 415 | 1,869} 2,920 | 14,450 304 | 2,127} 3,342] 11,000 
Coastwise . . ...- ‘ 213 749 | 1,114) 7,416 275 1, 908 3, 005 9, 951 
Intercoastal... ...---- pee 137 | 803 | 1,330 4,770 | 22 170 263 796 
Noncontiguous. --- sds aa | 65 317 476 2, 264 | 7 49 74 253 
JUNE 1949 | | 
| | | 
NN a woe watts 156 | 983 1, 437 6, 396 | 222 1,996 | 3,178 | 9,546 
Coastwise._...- 53 268 | 416] 2,173} 209] 1.893] 3,021 8, 987 
Intercoastal - - - .-- - sina 59 | 458 | 657 | 2,419 | 3 | 27 53 | 129 
Noncontiguous- -_--.--- 44 257 364 1, 804 | 10 | 76 | 114 430 
FEBRUARY 1959 } 
| | j 
| | | i oh | os 
ethene , 130 966 | 1,391 | 6,110 | 260 | 3,089 | 4,891 11, 700 
ee eee 40 284 407 | 1,880 240 | 2,861 | 4,528} 10,800 
ingescoastal. ..............- ‘ 38 290 436 | 1,786 7 | 100 | 160 315 
Noncontiguous - --- ; : 52 392 | 548 2, 444 13 128 203 585 
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RECAPITULATION 
































Total Pass/combina- Freighters Tankers 
tion 
ae re 
Ships | Jobs | Ships | Jobs Ships | Jobs | Ships Jobs 
| 
sipenie eon piibic ae See } ve 
Coastwise: 
June 1939... .......- -| 510 | 20, 156 22 | 2,789 213 | 7,416 | 275] gon 
wm ROND 25S o<cs 03 os $03: 1 24;100 | 5--..-.<k- - 53 | 2,173 209 | 8 ger 
February 1959 BD UL BaOOe des cedinabeccsde se 40 | 1,880 | 240} 10,8 
Intercoastal: : 
hile sod iin sack 165 | 6,327 | 6 761 137 | 4,770 22} 1% 
lain il is emis dl ae Ss ee Ra enee 59 | 2,419 | 3 1% 
February 1959_..-_-______- sedeael 45 | 2,101 |........ cS rahaben | 38] 1,786 | 7 315 
Noncontiguous: | 
PR Ose hci oi cles] 97 | 5,687 25 | 3,170 65 | 2,264 | 7 253 
ti perm an pone cipsss aimee 58 | 2,934 | 4} 700 | 44 | 1,804 | 10 430 
February 1959_..----.-_--_-.___- 67 | 3,579 | 2| 550 | 83 | 2448 | 13| 55 
| 








Source: U.S. Department of Commerce, Maritime Administration, Statistics and Special Studies Office 
Labor Data Branch. 


INTERSTATE COMMERCE COMMISSION, 
OFFICE OF THE CHAIRMAN, 
Washington, D.C., August 6, 1959. 

Hon. JOHN BELL WILLIAMS, 

Chairman, Subcommittee on Transportation and Aeronautics, of the House 
Committee on Interstate and Foreign Commerce, House of Representatives, 
Washington, D.C. 

Dear CHAIRMAN WILLIAMS: During the hearings last month before your sub- 
committee on H.R. 6244, the Commission was given the privilege of filing a reply 
to the written statement, opposing title III of the bill, submitted by Mr. Paul 
Hall, president, Seafarers’ International Union of North America. 

Title III of H.R. 6244 would transfer jurisdiction over regular-route water 
common carriers operating in interstate commerce between Alaska and other 
U.S. ports, and between ports in Alaska over the high seas, from the FMB to 
the ICC, and would bring under ICC regulation the presently unregulated con- 
tract and irregular-route water common carriers engaged in such commerce; 
among other things, it would subject those three classes of water carriers to 
the operating-authority requirements of the Interstate Commerce Act and pro 
vide “grandfather” rights for such carriers operating as of a critical date. 

Mr. Hall opposes title III through a written statement which is a copy of that 
used by him to oppose S. 1507 (the Senate equivalent of title III) before the 
Senate Committee on Interstate and Foreign Commerce. In the circumstances, 
our reply to his statement before the Senate committee is submitted herewith; 
it consists of three parts, a letter to Senator Magnuson dated June 16, 1959, the 
supplemental statement itself, and appendix A thereto, the latter being a copy 
of the “History of Newtex Steamship Corp. and the Postwar Coastwise Trade,” 
a study prepared in 1953 by M. J. Frechie, executive vice president of Newtex, 
which study is liberally quoted from in the Commission’s supplemental state 
ment. Newtex is one of the 22 water carriers listed by Mr. Hall as having 
“fallen victim to the ICC’s power over coastwise and intercoastal shipping.” 

We trust that this communication together with enclosures will be made part 
of the record before your subcommittee. 

You will note that our letter of June 16, 1959, to Senator Magnuson contains 
the following paragraph: 

“The factors which in the aggregate served to ‘price [break-bulk coastal water 
carriers] out of business) were and are beyond the jurisdiction or control of either 
the ICC or the Federal Maritime Board and apparently are beyond the capacity 
of the marine industry itself, according to its own conclusions after research 
and study.” 

Since then we have learned that in similar tenor was the opening paragraph of 
the remarks of Mr. Keith W. Tantlinger, formerly vice president, Pan-Atlantic 
Steamship Co., at a panel discussion on “Containerization—The New Frontier 
in Transportation,” at the 10th annual summer meeting of Truck Trailer Manu- 
facturers Association in July 1958. Hesaid: 
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“When Pan-Atlantic Steamship Corp. discontinued their scheduled break- 
pulk steamship service between North Atlantic and gulf ports in May of 1956, 
it marked the end of scheduled coastwise steamship service in the United 
States. The termination of this service was forced because stevedoring costs 
were actually exceeding freight revenue. These conventional shipping methods 
were not competitive with other forms of transportation because of these high 
stevedoring costs, the slow service, excessive freight damage, and the fact that 
only low-rated commodities were available to water carriers.” 

The most recent statement directly in point is an address by Mr. Ralph B. 
Casey, president, American Merchant Marine Institute, Inc., before the annual 
convention of the International Longshoremen’s Association at Miami Beach in 
July 1959 (reported in Daily Traffic World of Friday, July 17, and the weekly 
issue of July 25, 1959). In imploring his audience to face the facts and their 
effect on this country’s shipping, Mr. Casey said among other things the follow- 
ing: 

ePor example, many cargo items, such as sugar, lard, and orange juice that 
once were packaged are now moved in bulk. Unitized cargo systems are looked 
upon as the only hope for a revival of the coastal and intercoastal trades. You 
know, as well as I, that our once flourishing domestic trades are now dead. It 
is often said that this is the result of unfair rate treatment by the Interstate 
Commerce Commission. That may have played a part, but when they tell me it 
costs more to load a ship in New York and unload it in San Francisco than it 
does to bring it 5,000 miles around three coasts, including the transit of the 
Panama Canal, I question whether the Government is primarily to blame.” 

In addition to replying to Mr. Hall’s charges against this Commission, includ- 
ing his most intemperate charge pertaining to an “ICC-railroad conspiracy,” 
the supplemental statement treats of certain objections of other interests (the 
FMB, Consolidated Freightways, Inc., and Coastwise Line) to the same legisla- 
tion. 

Without unnecessarily belaboring the subject, we desire to emphasize and clar- 
ify two particular points in connection with title III of H.R. 6244, i.e.: 

(1) The effect on the water carriers of the certificate provisions of the 
Interstate Commerce Act ; and 
(2) The proposal (as an alternative to transferring jurisdiction from the 
FMB to ICC), backed by several interests, for a joint board having juris- 
diction over through routes and joint rates involving water carriers in the 
Alaska trade. 
(1) CERTIFICATION 


Coastwise Line (Witness Seid) in its statement opposing title III (the same 
as was used before the Senate committee) calls the certificate provisions a 
“sweetener” for the water carriers, but, along with the FMB, opposes them 
nevertheless because, it contends, they would tend to “freeze” water operations 
in a rigid mold which in itself would tend to adversely affect Alaska’s economy. 
The point seems to be that water carriers have to go where the traffic is and 
that ports of call may vary. Moreover, it is argued, U.S. water carriers would 
be adversely affected because the railroads could feed the traffic to the unregu- 
lated Canadian water carriers. “Sweetener” or not, the certificate provisions 
are an integral part of the ICA and they have not served to stultify either the 
carriers operating under them or the service rendered by such carriers. Tradi- 
tionally, in the authorization of water-carrier service in and between the 48 
“southern” States, the ICC has been most liberal in the granting of certificates, 
both as to commodities and ports.’ In dealing with the unusual geography of 
Alaska, and with certain ports seasonal and others not yet developed, liberality 
in granting authority to those entitled to it would seem to be the realistic 
course to follow. 

As we see it, the certificate provisions of the ICA are particularly important 
in their bearing on the Alaska trade, at best fraught with physical and economic 
hardships. We have no hesitation in stating that those carriers willing to 
endure those hardships on a more or less regular basis should be protected 
(in the form of certification) from those who operate only when there is a 
movement of profitable traffic. The efficacy of any transportation service is 
based in large part on the facilities devoted thereto. Licensing, which involves 
a measure of protection to a carrier so long as it renders a reasonably adequate 





* Where either has been confined it has usually been at the request of the carrier appli- 
cants, not ICC imposed. 


Gee et th! 48 0 6 te Oe 











72 


ALASKAN INTERSTATE COMMERCE ACT 


service, tends to encourage more substantial investment in transportation 
facilities with the result that the public receives more and better service. Thus 
when we speak of “carrier protection” in this sense, We mean such protection 
as is in the public interest and which inures to the ultimate benefit of shippers 
and consumers. 

In short, we regard the certificate provisions of the ICA as a factor which 
would redound to the benefit of the Alaska trade and Alaska’s economy. Per. 
haps the factor of potentially destructive competition has not been given gsnf- 
ficient emphasis, but as Aalska’s economy expands, there can be little doubt it 
will eventually come to pass unless appropriate measures are taken. 

As Coastwise points out, the Alaska Statehood Act amended section 27 of 
the Jones Act (Merchant Marine Act, 1920, as amended), 46 U.S.C. 883, pb 
changing the wording of the third proviso thereof from “excluding Alaska” to 
“including Alaska,” with the result that Canadian water carriers now may 
engage in commerce between Alaska and the other States whenever such water 
transportation composes a segment of a through route with United States anq 
Canadian railroads and such through route is “recognized” by the ICC. Thus, the 
threat of new competition does not lie in the passage of H.R. 6244. It is evep 
now possible for Canadian water carriers to compete with American water 
carriers on traffic moving to and from Alaska. We kaow of no way to change 
this without reinserting in the Jones Act the language thereof which was 
changed by the Statehood Act. As noted in the attached letter to Senator Mag. 
nuson, we take no position on the merits of such a change, but merely point up 
the situation so that your committee will have an accurate picture. 

The effect of the change in the Jones Act made by the Statehood Act is, of 
course, to treat Alaska in the same manner as the other continental States. The 
crux of Coastwise’s position, as we understand it, is that the unregulated 
Canadian carriers will be in a better competitive position and the U.S. carriers 
in a worse one if the certificate provisions of the ICA are imposed upon the 
U.S. earriers. As indicated above, this assumes that the ICC in granting certifi. 
cates would unduly restrict the carriers as to ports and service, an assumption 
not based on general historical fact nor the realities of the Alaska trade? 

As we understand the opposition of the MB to title III of H.R. 6244, it is 
based in part on the assumption that the plan devised for Alaska will be ap- 
plied also to Hawaii, and looks to the day when ships may move between other 
United States and foreign ports with Alaska destinations simply as ports of call, 
If this be the case, attention is invited to the Commission’s letter of July 29, 
1957, to Senator Jackson in which we recommended differing approaches as be- 
tween Alaska and Hawaii, and which contemplated continuation of the Federal 
Maritime Board's regulation of water carriers serving Hawaii. In recognition 
of this, and the validity of Witness Stakem’s (FMB) observation that title III, 
as presently written, might embrace Alaska-Hawaii trade, we suggest that a 
seventh exception be added to the six already contained in section 301(b) of 
title III, as follows: 

“(7) Section 18(a) of the act approved March 18, 1959, entitled “An act to 
provide for the admission of the State of Hawaii into the Union” (Public Law 
86-3).” 

Currently, of course, our comments and recommendations deal solely with 
Alaska, where we know of no domestic-foreign service in existence. Thus, it 
has been difficult for us to see why this type of movement should be treated dif- 
ferently from domestic service generally. If, in the future, Alaska service should 
be provided by water carriers also making foreign calls (as is the case with 
much of Hawaii’s shipping), we think the situation would easily resolve itself 
under the present law, just as it does currently when ships partially under our 
jurisdiction call at places outside our jurisdiction. There seems to be no current 
problem in this regard. 

(2) JOINT BOARD ALTERNATIVE 


While certain witnesses before the Senate committee suggested the joint board 
approach to the through-route, joint-rate problem, there were at that time no 
bills drafted to place such a suggestion in form for specific comment. At the 
outset of the hearing before your subcommittee, however, Senator Bartlett re 


2The Senate committee in_reporting out S. 1509 (the Senate equivalent of title I of 
H.R. 6244) admonished the Commission to be liberal in its prescription of “grandfather” 


rights for the carriers entitled thereto, and the Commission is aware of the desirability of 
such a policy. 
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ferred to two such proposals; one emanating from the Federal Maritime Board 
would provide for compulsory joint rates and through routing, the other being 
generally similar in nature, but permissive as to through routes and joint rates. 

We are informed that he has since introduced Senate bills embodying those 
alternate proposals, and so it seems appropriate to state to your committee our 
general react ion to the joint board approach. 

Quite apart from the fact that such legislation would treat Alaska differently 
from the other continental States without any material difference in the trans- 
portation performed beween Alaska and other domestic shipping points, we are 
not enthusiastic about such an alternative approach to the problem. Basically, 
the three agencies from which the joint board would be selected operate under 
materially different rules of ratemaking and are even established to perform 
different functions. Among other things, the ICC as solely a regulatory agency 
is independent of the executive branch and is not charged with promotion of 
any form of transportation, but with impartial regulation of all forms under its 
jurisdiction. The other agencies, Federal Maritime Board and Civil Aeronan- 
ties Board, while independent in their regulatory functions, have their chairmen 
selected by the President and are charged with some measure of promotional ac- 
tivity in the particular fields in which they operate. 

We would also point out that under each of the joint board plans proposed to 
date, in the event of a failure to agree on important questions involving two or 
more modes of transportation (but not all of them), the deciding vote would 
be cast by the representative of an agency having no real interest in the subject 
matter. For example, in a joint motor-water-rail situation, with no air move- 
ment involved, CAB’s would be the deciding vote. Likewise, in proposed joint 
operations between air and motor or rail, but with no water movement involved, 
the Maritime Board’s would be the deciding vote. 

Having made it clear that, in our opinion, the joint board plans so far 
suggested fail to provide a satisfactory alternative, and believing as we do 
that single-agency jurisdiction over Alaska surface transportation is far more 
desirable, nevertheless, if the Congress, looks with favor on that approach as an 
interim measure, we offer some specific suggestions. For example, regarding 
the problem illustrated above, where only two of the agencies have an interest 
in the outcome and they are unable to agree, it would seem desirable to let 
the agency having jurisdiction of the originating carrier in any joint move- 
ment prevail and the third agency not participate. 

Moreover, a factor apparently overlooked by those urging the joint board is 
that mentioned above in connection with certification, namely, that contract 
and irregular-route water common carriers are not regulated by any agency 
and would continue to be outside regulation under the joint board proposal. 
We believe that stabilization of Alaska’s economy requires regulation of those 
carriers, and question immediately arises concerning joint board action on rates 
in that area where the i MB presently exercises no jurisdiction. Therefore, if a 
joint board arrangement is adopted to cover presently regulated carriers, we 


would still urge enactment of title III of H.R. 6244, but with a simple amend- 


ment, excepting water carriers presently under FMB, thereby letting the act have 
full force and effect as to those presently unregulated. While these (contract 
and irregular route—tramp) would normally not engage in through routes and 
joint rates with other carriers and thus be of little concern on through move- 
ments, nevertheless they should be certificated for operation, if stable and de- 
pendable transportation is to be assured for the future. “Grandfather” rights 
would, of course, be granted to any entitled to them, but for new operations the 
law would require a showing of public convenience and necessity or consistency 
with the public interest as a prerequisite to service, with rates and practices 
regulated by the ICC to avoid destructive competition and deterioration of 
established services, to the detriment of the people of Alaska. 

Should our suggestions herein commend themselves to your subcommittee, we 
would be happy to submit specific language by way of amendment to title III 
to carry them into effect. 


Again, our appreciation for this opportunity to supplement the record. 
Respectfully submitted. 





KENNETH H. Tuccte, Chairman. 
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JUNE 16, 1959. 


Hon. Warren G. MAGnuson, 
Chairman, Interstate and Foreign Commerce Committee, 
U.S. Senate, Washington, D.C. 


Dear SENATOR Maanuson: At the conclusion last month of oral hearings by 
your committee on S. 1507, it was indicated that the Commission would be priyij- 
leged to supplement the record in particulars relating to opposition by witnesses 
interested in this bill. The attached material is for that purpose, and we ap. 
preciate this opportunity in order that certain charges, especially those relating 
to rail and water competition may not stand unrefuted. 

It is a well-know fact that American coastal shipping of the prewar break-bulk 
type has deteriorated and all but disappeared since 1940. The Congress, the 
Commission, the water carrier industry, and shippers have all been concerned 
about this unfortunate development, as the records will indicate. However, 
until the testimony offered in opposition to S. 1507, nothing approaching the 
vehemence and vituperation directed toward the Commission had come to our 
attention. In view of the sweeping charges offered in particular by Witness 
Hall, we feel it appropriate to submit factual analyses as an answer to his 
unsupported accusations. 

At the outset, in the attached statement you will find included a historica] 
summary of each of the 22 coastal water carriers which were listed by Witness 
Hall as having “fallen victim” to Interstate Commerce Commission regulation. 
While we do not believe your committee, with its informed knowledge and sound 
appraisal of shipping conditions, would be misled by such generalizations, the 
fallacy of these charges is easily demonstrated. The factual summary of the 
known circumstances under which each of these carriers ceased (or failed) to 
operate at some period following 1940 is self-explanatory. There is nothing 
in these case histories to reflect upon either the wisdom of the Congress in enact- 
ing part III of the Interstate Commerce Act in 1940 nor upon the impartiality 
and objectivity of the Commission in administering the policies of the Congress 
since that date. 

Nor has the affected industry on responsible levels ever seriously contended 
that the ICC was the focal point or cause of its deterioration since World War 
II. In support of this statement we have included in our attachments findings 
of fact and conclusions from three fairly recent industry sponsored studies 
dealing specifically with coastwise and intercoastal shipping involving postwar 
problems, and also have called attention to a special report made in 1955 on 
the same subject by the Maritime Administration. While reductions in rail 
rates from time to time to meet water competition are mentioned as a factor 
in some of these reports, such competitive efforts are recognized as only one 
of many elements. It will be seen that emphasis has been placed by industry 
itself upon those inexorable economic and service factors which the prewar 
break-bulk water carriers have found insurmountable. Perhaps it was most 
succinctly stated by one of the industry analysts when he concluded: 

“The costs of handling cargo, ship, and terminal operation have created a 
situation where the industry, competitivewise, has priced itself out of busi- 
ness * * . 

The factors which in the aggregate served to “price [break-bulk coastal water- 
carriers] out of business’ were and are beyond the jurisdiction or control of 
either the ICC or the Federal Maritime Board and apparently are beyond the 
capacity of the marine industry itself, according to its own conclusions after 
research and study. 

The ICC, unlike certain other Federal agencies, is not a “promotional body” 
but rather is charged by the Congress with impartial regulation of all modes 
of surface transportation, and with the preservation and protection of the 
inherent advantages of each, including those of cost and service. Clearly we 
are not authorized nor expected to offset inherent disadvantages by artificially 
holding rates of competitive carriers to a high level solely to protect rates and 
traffic of a less desirable service from competition. As recently as 1958 the 
Congress in its reports dealing with the amendment of section 15a of the ICA 
condemned such a theory of “umbrella” ratemaking—yet obviously the contrary 
position is the burden of the argument advanced by Witness Hall. 

Specifically, and without intending to dignify intemperate allegations of 
conspiracy, etc., our Commission can truthfully disclaim being “railroad minded” 
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or, for that matter, motor-carrier, water-carrier, freight-forwarder, or pipeline 
“minded.” Fom time to time, as your committee knows, we are said to be each 
py a few vocal representatives of almost every other mode of transportation 
subject to our jurisdiction. We understand this and are sure the committee 
does; it is only human for unsuccessful litigants to express dissatisfaction with 
adverse decisions. 

In recommending the enactment of S. 1507, we do ‘SO because we are con- 
yinced that uniformity of regulation and sound coordination in establishment 
and maintenance of through routes and joint rates involving each form of sur- 
face transportation will contribute to the growing economy of Alaska and the 
other 48 continental States. We believe that such regulation under a single 
agency is highly desirable and in the public interest. Ned ; 

In passing, it should be noted that there is no rail competition with the water 
segment of Alaska shipping, and hence the premise upon which Witness Hall 
seeks to base his opposition to 8S. 1507 has no foundation in fact, nor does it, 
unfortunately, appear likely that there will be through-rail competition to Alaska 
in the foreseeable future. 

During the oral hearings several witnesses referred to isolated cases in an 
effort to support their theory that the Commission has been insensitive to the 
importance of water transportation to the economy of the Nation. Discussion of 
such cases, some of which are not finally concluded, serves only to becloud the 
issues. One of the cases which seemed to draw considerable attention was that 
involving newsprint paper from British Columbia, Washington, and Oregon to 
California. This case subsequently found its way to court on the plea of the 
water carriers and it is interesting to note that the three-judge court, in addition 
to dissolving temporary restraining orders against the Commission, said: 

“Assuming that we would have jurisdiction if the Commission’s decision were 
arbitrary, capricious or an abuse of discretion, we find nothing in the many 
exhibits before us to indicate that the Commission’s decision was anything but 
an informed, deliberative and well founded exercise of discretion (Coastwise 
Line v. United States of America and Interstate Commerce Commission, 157 F. 
Supp., 305).” 

We invite the attention of the committee to the enclosed factual material in 
support of the conclusions summarized by this letter of transmittal, and ask that 
it be made a part of the printed record. All of the material facts are, we believe, 
now fairly before the committee, but if we have neglected to comment upon any 
point on which you would like our further statement, please be assured we will 
respond forthwith. 

Respectfully submitted. 


KENNETH H. TUGGLe, Chairman. 


SUPPLEMENTAL STATEMENT BY INTERSTATE COMMERCE COMMISSION ON S. 1507 


During the hearings before the Senate Committee on Interstate and Foreign 
Commerce in May 1959 on the three Alaska transportation bills recommended by 
the Interstate Commerce Commission (S. 1507, S. 1508, and S. 1509), opposition 
to 8. 1507 was advanced by Mr. Paul Hall, president of the Seafarers’ Interna- 
tional Union of North America, and others; this bill relates to the regulation of 
water carriers operating between Alaska and the other 48 States and within the 
waters of Alaska on the high seas. 

This submittal is in the nature of a rebuttal by the Commission in order that 
the record may be more complete. 

Mr. Hall specifically charged that the Commission was responsible for the 
decline of the coastal fleets of the United States. Representatives of the shipping 
industry and the Federal Maritime Board also opposed S. 1507 on generally 
similar grounds. From time to time, the Interstate Commerce Commission has 
been accused of furthering the demise of the coastal and intercoastal trades by 
an alleged policy of approving or failing to disapprove rail rates which have 
had the effect of diverting from the water to the rail carriers the tonnage which 
prior to Interstate Commerce Commission regulation of certain water carriers 
under the Transportation Act of 1940 was transported by the coastal and inter- 
coastal carriers. In many cases, these accusations have been loosely made with- 
out references to specific facts. Mr. Hall, however, named the carriers listed 
below as “a partial casualty list of shipping companies that have fallen victim 
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to the ICC’s power over coastwise and intercoastal shipping” in that they weje 
forced out of those trades since 1939. 


Atwa Coal Transportation Co. American Range Shipping Co. 
Bull Lines Morgan Line 

Clyde Mallory Raritan Steamship Corp. 
Fall River Navigation Co. Savannah Steamship Co. 
Eastern Steamship Lines Southern Steamship Co. 
Lykes Coastwise Waterman 

Merchants and Miners Burns Steamship Co. 
Moore-McCormack Gulf Kingsley Co. 

Ocean Steamship Co. Newtex Steamship Corp. 
Colonial Navigation Co. Moore Mill & Lumber Co. 
Cuba Distilling Portland Steamship Co. 


Of the 22 water carriers listed, 15 carriers were granted certificates or per. 
mits by the Commission under the provisions of the Transportation Act of 
1940 which became part III of the Interstate Commerce Act. Of the remaining 
seven carriers, two were denied operating rights because they were found not 
to have been in operation on the “grandfather” date (January 1, 1940). The 
other five did not file applications with the Commission for operating rights: of 
these five,’ neither the Federal Maritime Board, this Commission, nor the Corps 
of Engineers, U.S. Army, which publishes Transportation Lines on the Atlantic. 
Gulf, and Pacific Coasts, Transportation Series 5, has any knowledge of three of 
the carriers: Raritan, Savannah, and Portland. 

Below, in the same order as listed above, is a summary of immediately avail. 
able information on these carriers. 


Atawacoal Transportation Co. 
Fall River Navigation Co. 

The above companies have been operating as American Coastal Lines, Ine, 
since May 1950, and were operating as such in 1958, when gross freight reve- 
nues were $470,974. Commodities handled during that year consisted of paper 
and paper articles, products of mines, and manufactured iron and steel products, 


Bull Lines 

After apparently successful operations as a general cargo carrier in prewar 
years, the character of the service performed during the war years was princi- 
pally terminal operations or cargo handling operations. Subsequent to the war. 
ocean operations were not resumed for reasons not apparent from the informa- 
tion available, but terminal and cargo handling continued until the capital stock 
of the company was purchased by other interests in late 1956. The operating 
authority held by the Bull Steamship Line has been transferred to the Meadow 
Steamship Line, but the latter has not conducted any operations under the av- 
thority. s 


Clyde Mallory 

Agwilines, Inc., took over the above company prior to the time the carriers 
‘ame under the regulation of the Interstate Commerce Commission. The an- 
nual report submitted to the Commission for 1940 indicated that the company 
was not in a healthy condition at that time, there being a deficit of $546,008 in 
the earned surplus account. Carrier operations were discontinued in 1947, sub- 
sequent to the unsuccessful attempt of the Government to rehabilitate the 
coastwise operations. 
Eastern Steamship Lines 

Moody’s indicates that Eastern did not resume domestic operations after the 
war, and the company was finally liquidated in 1957 with the payment of $26 


initial liquidating dividend in 1956 and $5.15 final liquidating dividend in 1957. 
The record does not indicate clearly why domestic operations were not re 


sumed. 
Lykes Coastwise 


Application of this carrier for “grandfather” rights was denied because 
operations were discontinued for “reasons not beyond the carrier's control.” 





1 Lvkes Coastwise & Kingsley Co. 
2 Moore-McCormack Gulf, Cuba Distilling, Raritan Steamship Corp., Savannah Steamship 
Co., and Portland Steamship Co. 
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Merchants and miners 

This company did not resume common carrier operations after the war. Im- 
mediately available information does not show the reason, but the disposition 
of equipment and properties prior to the opportunity to resume operations on a 
peacetime basis prvides substantial ground for the belief that the earrier never 
intended to resume operations after its equipment had been requisitioned by the 
Government. 


Moore-McCormack Gulf 
This carrier never filed an application for authority to operate under part III 
of the Interstate Commerce Act. 


Ocean Steamship Co. 

It is assumed that Mr. Hall referred to the Oceon Steamship Co. of Savannah, 
which is a subsidiary of the Central of Georgia Railway. No definite statement 
is available with respect to its discontinuance of operations in 1948. 

Colonial Navigation Co. 

After the War Shipping Administration took over its ships, this company ap- 
parently did not act as an agent for the Administration ; its reports to the Com- 
mission during the war do not show any waterline operating revenues. In 1948, 
it obtained a tanker and began hauling under contract for a petroleum com- 
pany. Available information does not disclose why all operations were discon- 
tinued in 1952. 

Cuba Distilling 

This company did not apply to the Commission for a certificate. Our only 
information concerning it is contained in “Transportation Lines on the Atlantie. 
Gulf and Pacific Coast,’ Transportation Series 5, published by the Corps of 
Engineers, U.S. Army, which indicates that the carrier had three tankers in 
1939, operating as a private and contract carrier, with bulk molasses, oil, and 
creosote the principal commodities. 

American Range Shipping Co. 

This company obtained as a contract carrier, a permit from the Commission 
to cover its “grandfather” operations. It has never owned any vessels, always 
using chartered equipment. In 1941, it had a gross profit from ship operations 
before depreciation and overhead of $114,726. It apparently performed duties 
for the War Shipping Administration through 1944, but from 1945 through 1955 
it reported no waterline operating revenues. Reports for 1956-58 report such 
revenues, but only in 1957 were they of any volume. 


Morgan Line 

This carrier was a subsidiary of the Southern Pacific Co., providing service 
from Houston and Galveston to some Atlantic coast ports as an extension of 
the owning company’s rail lines from the Pacific coast. Deficits were reported 
for the years 1934-37, and small amounts of operating income in the next 3 
years. Some service was discontinued in December 1940 and March 1941 and 
all service was discontinued in June 1941 when the fleet was delivered to the 
Government. In November 1945, the company announced it would not resume 
peacetime operation. This action could have been based upon unprofitable ex- 
perience in the prewar period, as it was taken at a time when equipment invest- 
ment was either liquidated or at an extremely low figure. 

Raritan Steamship Corp. 

Neither the Maritime Board, the Interstate Commerce Commission, nor the 
Corps of Engineers, U.S. Army, has any record of a carrier of this name. 
Savannah Steamship Co. 

This company is in the same category as the Raritan Steamship Corp., covered 
immediately above. 

Southern Steamship Co. 


All vessels were taken over by the Government during the war period and 
services were suspended. In July 1946 services were resumed, with the steam- 
ship company acting as berth agent for the Maritime Commission. After the 
Government withdrew from the service in February 1947, the steamship com- 
pany chartered three steamers from the Maritime Commission and endeavored 
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to maintain a weekly sailing, but in July 1947 services were suspended due to 
heavy losses. Reasons for the heavy losses cannot be determined from the 
annual reports of the carrier, but it is evident that traffic carried was not as 
heavy as in prewar years. 


Waterman Steamship Corp. 


A certificate authorizing operations was issued to this company under the 
“grandfather” clause of the Transportation Act of 1940 and it subsequently took 
over other certificates issued to Sudden & Christenson, Inc., known as the Arrow 
Line. One of the subsidiaries of Waterman was the Pan-Atlantic Steamship Co, 
the operation of which was taken over by other interests in 1955 and the opera. 
tion of this line has been converted to the transportation of truck-trailer bodies, 
Subsequently control of Waterman was acquired by the same interests and the 
certificate issued to Waterman was canceled at that carrier’s request as of 
April 21, 1955. In general, the authority held by Waterman is now held by 
Pan-Atlantic under the grant made in W-376 (Sub-—No. 13), 303 I.C.C. 163, 


Burns Steamship Co. 


This carrier’s operations as early as 1941 were largely in foreign trade. After 
the war period, an attempt was made to resume operations in the coastwise trade. 
The service was suspended, according to the operating manager, because of 
delays in service occasioned by strikes, because of labor costs and changes in 
the general character of the lumber industry, including the depletion of coasta] 
timber areas, and competition from rail and truck lines. 


Kingsley Co. 


The application of this company for grandfather rights as a common Carrier 
of property was denied as there was no showing that the company was in the 
applied-for operation on the grandfather date (the one ship of the company wags 
chartered to another company), and the company filed no other application with 
the Commission for operating rights. 
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Newtexr Steamship Corp. 


Services were inaugurated by the original company in 1926 from Boston, 
New York, and Norfolk, to Texas City. In 1940, the vessels of the company were 
sold as a result of the war and the company was reorganized. After the war it 
performed services under contract with the War Shipping Administration. 
Beginning in March 1947, Newtex, which had been acquired by Sword Lines, 
Ine., through stock purchase, continued break-bulk coastwise service between 
New York and gulf ports. Strenuous attempts were made to make the opera- 
tions profitable but the tonnage was not forthcoming, and service was finally 
discontinued in 1956. It retains its operating rights. 

As hereinafter indicated, the management of the company has concluded 
tht coastwise operations would never be successful for break-bulk service and 
that the future of the domestic Atlantic-gulf coastwise trade rests entirely 
with the non-break-bulk vessel. 


Moore Mill & Lumber Co. 


It is assumed that reference was to J. S. Moore, doing business as Moore 
Steamship Co. A certificate was issued to this carrier by the Interstate Com- 
merce Commission on February 12, 1942, authorizing grandfather operations, 
and it was canceled at the request of the carrier on December 12, 1946. The 
only report submitted by this carrier was for the year 1941. We have no 


definite information as to why this carrier did not resume operations after 
World War II. 


Portland Steamship Co. 


Neither the Maritime Board, the Interstate Commerce Commission, nor the 
Corps of Engineers, U.S. Army, has any record of a carrier of this name. 

This Commission has been cognizant of the problems of the coastwise and 
intercoastal water carriers arising out of rail rate relationships and other causes 
and in nearly all of its annual reports since 1946 has reported to the Congress on 
this situation. For example, in the 62d annual report (1948), on page 6, the 
following statement appears: 

“* * * We have been keenly mindful of the problems and needs of these car- 
riers [coastwise, intercoastal, and Great Lakes trades] and of the important 
defense role which the vessels of certain of these carriers have played, and have 
taken and will continue to take such steps as are possible under the act to assist 
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them in regaining lost ground. In Increased Freight Rates, 1947 (270 I.C.C. 
408), at pages 441-445, we pointed out that the responsibilities to the entire 
family of carriers and to shippers which the act and the national transportation 
policy place on us set serious limits to what we may do in the interest of a 
particular form of transportation. Changed conditions make it necessary to add, 
in frankness, that in some respects the prewar pattern of operations may be 
beyond restoration.” 

And on page 52: 

“In general, the results of our efforts to adjust these water competitive rail 
rates have not been satisfactory to certain of the waterlines, who assert that 
their operations are still being conducted either at a loss or without adequate 
compensation, or that they are unable to operate at all on their former routes. 
They assert that, even as increased, the present competitive rail rates are de- 
pressed and that due to the slower service and other handicaps to which the 
water carriers are subject, they cannot expect to compete with the rail carriers 
on a profitable basis unless they are permittéd to make considerable increases in 
their rates, but that they cannot do so and obtain or retain traffic unless there 
be a widening, or at least no lessening of the differentials between rail and water 
rates on the commodities which afford the principal and most attractive tonnage 
for the waterlines.” 

The Commission has taken affirmative action in the matter of rail-water 
competitive rates. The following quotation, page 52, from the 64th annual report 
(1950) relates to rail-water adjustments along the Pacific coast: 

“* * * the first report, All Rail Commodity Rates Between Calif., Oreg., and 
Wash. (268 I1.C.C. 515), canceled all fourth-section relief based on water compe- 
tition and admonished the rail lines to revise their rates in the light of the views 
expressed in the report. ‘This was followed by further hearings in which the rail 
lines were called upon to justify their newly established rates. In the report on 
further hearing (277 I.C.C. 511), we found that, in general, the rail rates under 
investigation were not unreasonably low and had not been shown to be unjustly 
discriminatory or unduly prejudicial or otherwise unlawful, and discontinued the 
investigations. We found that generally substantial increases in the rail rates 
along the Pacific coast have been brought about since our first report in this 
proceeding, over and above those resulting from the general increases. With few 
exceptions the rail rates were found not to be low in relation to the cost of rail 
service. We further found that as to most of the traffic along the Pacific coast 
the rail lines, rather than the waterlines, are the low-cost operators; and that 
the situation of the Pacific coast coastwise waterlines is due primarily to high 
terminal and accessorial costs incident to water service, which frequently equal 
and sometimes exceed the entire cost of the competing rail service. In certain 
instances in which the rail rates appeared to be lower than justified or out of line 
with other rates, the rail carriers were called upon to initiate further adjust- 
ments. * * * It has been the general policy of the Commission not to grant any 
relief from the fourth section to meet water competition without full justification 
at a hearing.” 

The principal reasons for the failure of the coastwise and intercoastal water 
carriers to regain their prewar stature is summarized in the 71st annual report 
(1957), at page 7, as follows: 

“Intercoastal water carriers have lost a considerable volume of traffic, due 
in part to industrialization of the west coast, which has placed production centers 
near consumer areas. In addition, much low-value freight has disappeared from 
long-haul routes because of rate increases. Although the rates of such carriers 
are not to any general extent held down by our maximum rate orders, the car- 
riers are limited in their efforts to obtain additional revenues by the rates of 
competitive land carriers which often have the effect of a rate ceiling. The car- 
riers are attempting instead to improve their revenue situation by, among other 
things, reducing cargo-handling costs through the use of new types of containers 
in their so-called lift-on-lift-off and roll-on-roll-off vessels. The man-hours 
saved offset, to some extent, rapid increases in wage rates which, along with 
fringe benefits, have increased wage costs by from 80 to 115 percent for fairly 
typical Atlantic coast and intercoastal carriers within the past 10 years. Since 
1939, wages of seamen have risen about 350 percent and fuel costs have doubled. 
During the same period average freight revenues for some of these carriers in- 
creased somewhat less than 65 percent.” 








PUP 


7) Wh PME 


West ¥ aut 


80 


ALASKAN INTERSTATE COMMERCE ACT 


It is interesting to observe that while Witness Hall places all the blame fop 
the plight of the coastwise and intercoastal water carriers upon the C ommission, 
he makes no reference whatever to the serious labor-management difficulties 
which had led the Commission to report (60th annual report, 1946, p.3) that— 

“Coastwise and intercoastal water carriers in the past year have had few 
breathing spells between strikes by their waterfront and vessel employees. These 
conditions have been particularly burdensome for such carriers at a time when 
they have not yet been able to reestablish operations suspended during the war” 

And (62d annual report, 1948, p. 6) : 

“Stoppages of service because of labor management differences have beep 
costly to all sides and have crippled efforts of the carriers to rehabilitate them. 
selves.” 

And also (66th annual report, 1952, p. 10) : 

“Work stoppages occurred during the year, with adverse effects on carriers 
and shippers’ attitudes toward water carrier service.” 

Witness Hall, we think, damages his own case when he speaks of “the ICC. 
rail conspiracy.” This is not to say that rail rates have played no part in the 
picture; undoubtedly they have, but the importance of that part has not been 
validly assessed to date and, in any event, their part is but one of many which 
have affected the situation. Three studies made and released in 1953 throw con- 
siderable light upon the prewar and postwar conditions which existed in the 
shipping industry and which, in the postwar period, were of great weight in the 
decisions reached by the operators to discontinue service. 

The first of the three industry-sponsored studies was “A Report on Inter- 
eoastal Shipping With Special Reference to the San Francisco Bay Ports 
Area.” The chairman of the San Francisco Bay Ports Commission, in a letter 
dated June 15, 1953, to the president of the senate, the speaker of the assembly, 
and members of the Legislature of the State of California, stated that the study 
shows clearly that the increase in operating expenses of the intercoastal lines 
as between the prewar and postwar periods had forced a rate structure too high 
to attract shippers to the water route. The study was made by a former assist- 
ant vice president of an intercoastal shipping company—one of the principal 
intercoastal carriers of general cargo—who had been closely associated with that 
trade for over 30 years. 

The following paragraph from page 8 of the study describe succinctly condi- 
tions existing in the intercoastal service since World War I. 

“The intercoastal trade, almost from the time of the resumption of service 
after World War I, has been, notoriously, a virtual nonprofit venture ; initially 
plagued by rate wars and depressed rate structures, due to the overtonnaging of 
the trade with cheap vessels acquired from the Government’s World War I fleets: 
competing with the privately owned higher cost vessels of the pioneers in the 
trade. Subsequently, the keen competition of the all-rail transcontinental car- 
riers tended to hold the intercoastal rate structure at an unprofitable level which 
was later further aggravated by strikes and steadily rising costs of operation, 
right up to the time intercoastal operations were suspended due to World War IL. 

“Upon the resumption of service—for private account after World War II— 
that pattern of rapidly mounting costs of operation and the ever-recurring labor 
difficulties, was augmented by the excessive capital investment necessary to 
acquire war-built vessels to replace the prewar vessels that had been lost, requi- 
sitioned, or rendered economically unserviceable in the war effort. These, or 
similar conditions, have been and still are confronting the vessel owners and 
operators in the trade.” 

The study set forth many causes for the decline in traffic following World 
WarlIl. A few of the causes were— 

“The discontinuance of service during the war-disrupted carrier relations 
with shippers and consignees, requiring a vigorous selling job to recoup prewar 
traffic. 

“Shippers became reconciled to rail movement during the period when only 
rail service was available; the availability of all-rail, one-factor, joint through 
rates, the nonnecessity for marine risk insurance, and a single bill of lading has 
appealed to them. 

“The establishment of plants on the Pacific coast in the postwar period has 
lessened the need for transcontinental shipments. 

“Exorbitant costs of operation make it impossible to carry low-rated com- 
modities such a flour, potash, woodpulp, tinplate, fertilizer materials, oyster- 
shells, coal, and coke. 
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“Strikes, job actions, sling-load limits, and gang shortages, have caused 
shippers and consignees to lose confidence and faith in the intercoastal services ; 
many of them are unwilling to further assume the risks attendant upon inter- 
coastal shipment. : ; P 

“Declines in gang-hour tonnages has impaired the effiicency of modern vessels. 

“Crew wages and overtime (exclusive of benefits) presumably in 1953, for 
intercoastal general cargo vessels have increased 313 percent over the 1938 
level, averaging around $55,000 per voyage compared with an average of around 
$13,300 per voyage in 1988. The subsistence cost per voyage has increased 168 
percent in the same period. Payroll taxes and welfare contributions have fur- 
ther increased the vessel expense an average of $10,500 per voyage. ; 

“The damage and/or pilferage of general cargo, and the resultant claims, 
have been a very troublesome and costly problem, both as to cost and in relations 
with intercoastal shippers and consignees.” a i 

The second was a “Report on Pacific Coastwise Shipping With Special Refer- 
ence to the San Francisco Bay Ports Area,” by R. F. Burley, who had long experi- 
ence as traffic manager of two steamship operators during the period of greatest 
growth in Pacific coastwise operations and during the beginnings of its decline. 
This report was transmitted to the president of the senate, speaker of the assem- 
ply, and members of the Legislature of the State of California by the San Fran- 
cisco Bay Ports Commission on June 18, 1953. 

Mr. Burley’s report contained the following findings : 

“There is generally a feeling of complete apathy as to whether or not there 
is or Will be common carrier water transportation in the Pacific coastwise trade, 
and such an attitude is quite understandable. The major display of interest in 
any coastwise movement centers around a freight rate reduction which might 
reduce the shipper’s or receiver's transportation costs. * * * 

“Moreover, the entire Coastwise transportation picture has changed since the 
termination of World War II. Continued increased cost in the use of water, 
rail, and motor carriers, as reflected in the many percentage increases, has caused 
business to find ways and means of reducing transportation costs. One method 
has been the decentralization of the industry through erecting new plants closer 
athand tothe mart. * * * 

“Present day high prices and freighting costs have resulted in the mainte- 
nance of low inventories of both raw materials and finished products. Increased 
costs of warehousing have also contributed to this situation. The availability 
of fast, efficient motor carrier transportation on this coast has particularly 
lent itself to low inventories. This factor, considering the difference in transit 
time between truck, rail, and water, creates an almost insuperable problem to 
the steamship man. 

“Industry is also shipping in bulk instead of in packages; using lighter weight 
containers; and palletizing in unit loads; all to save transportation costs. 

“The shipping public has not as yet regained confidence in the continuity of 
steamship service. Shippers still recall difficulties resulting from the strikes 
commencing in 1934 and the numerous work stoppages occasioned by juris- 
dictional disputes. The fact that in recent years there has been no assurance 
that cargo loaded aboard ship will be discharged promptly upon arrival mitigates 
[sic] against any common carrier water service. 

“It has been amply demonstrated that the Interstate Commerce Commission, 
in the past, greatly aided, unwittingly, in the demise of Pacific coastwise common 
water carrier general cargo service. Their action in the almost indiscriminate 
granting of relief to the railroads under section 4 of the Interstate Commerce 
Act, accentuated by the permissive rate increase provision as to rail rates and 
the Los Angeles rate blanket, sounded the death knell of the ecoastwise service ; 
their further action in eliminating the differential between the all-rail and rail- 
water rates on flour, feed, and other grain products removed a significant portion 
of available southbound cargo from the water route. 

“The failure of the Commission to prevent the establishment of low non- 
fourth-section rail rates, established for the purpose of meeting water com- 
petition, compounded the injury. The waterlines are unconvinced that the present 
coastwise rail rate structure is a proper one if actual costs for operations on 
the existing two northern rail routes were considered alone. It is the apparent 
policy of the railroads to use income from their revenues on nonwater competitive 
traffic to better meet or eliminate water competition. 


Under the heading of “Problems of the Water Carriers,” the findings of the 
author read in part as follows: 





UNF 


jit 


il 





¥ ae 


ALASKAN INTERSTATE COMMERCE ACT 


82 


«“* * * The cost of new ship construction at the present time is prohibitive jp 
considering a Pacific coastwise service. 

* * *, * + . * 

“The endeavor to arrive at a proper differential between competitive trang. 
portation rates is always a difficult one. When the necessary cost factors are 
considered in the differential increase, such as drayage coSts, switching rates, 
ear loading costs, and marine insurance costs (which have advanced consider. 
ably with higher values), the gross water rate must be lowered to account for 
these increases. This enhances the difficulty of the carrier in arriving at a rate 
which will produce any return. 

* ~ * ” * * . 

“The costs of handling cargo, ship, and terminal operation have created q 
situation where the industry, competitive wise, has priced itself out of buzgi- 
ness,.* * * 

The findings above with respect to the actions of the Interstate Commerce 
Commission in rate matters fails to give recognition to at least one factor which 
the Commission must consider in reaching its conclusions. That factor ig the 
public interest. The water carriers cannot expect the Commission, under the 
law, to hold rates at an artificial level for the protection of the water carriers 
and at the expense of the general public, which ultimately pays the transporta- 
tion bill. The wartime necessity for a fleet in being is a strong influence in the 
general advocacy of maintaining a coastwise and intercoastal shipping industry, 
and the author of the study refers to this when he states among his conclusions 
that “* * * the U.S. Government might well consider some form of assistance 
to create a suitable coastwise fleet rather than be left in the present undefensible 
position, since private enterprise cannot maintain the required services. * * * 

The third of the studies referred to above was a “History of Newtex Steam- 
ship Corp. and the Postwar Coastwise Trade,” prepared by M. J. Frechie, ex- 
ecutive vice president, Newtex Steamship Corp., dated December 31, 1953. The 
report itself (including the exhibits referred to in the quoted paragraphs be- 
low) is attached hereto as appendix A but the highlights follow. 

The report states that shortly after the conclusion of World War II there 
were repeated demands to restore the prewar break bulk dry cargo coastwise 
services between the North Atlantic and gulf ports, but that the prewar coast- 
wise operators in this trade were reluctant to resume operations because— 

“1. During the war the flow of traffic between the Bast and the Southwest had 
been captured entirely by the railroads and motor carriers. Shippers and re- 
ceivers of freight had become accustomed to overland transportation, and the 
prewar coastwise operators knew that it would be a long, tedious, and very ex- 
pensive task to revrient this traffic to the coastwise steamship routes. 

“2. Then too, the cost of operation of coastwise vessels had already tremen- 
dously increased over the prewar years. The prewar profit and loss experience 
of the break bulk coastwise operators generally was not encouraging, as de- 
picted in exhibit B. This exhibit shows the net operating results for the 10- 
year period, just prior to the war (1931 through 1940) of the coastwise operators 
reflects a consolidated net loss for the period of $8,046,246. It also shows that, 
except for the years 1986 and 1938, the coastwise operations as a whole were 
conducted at a loss in each of those 10 years. 

“3. Moreover, virtually all of the coastwise operators had lost their vessels 
as a result of war activities and the cost of acquiring new, suitable vessels was 
regarded as prohibitive. During the year 1939, which was the last full year of 
coastwise activity prior to World War II, there were 63 dry-cargo vessels en- 
gaged in the Atlantic-gulf domestic coastwise trade having a gross tonnage of 
274,089. As shown in exhibit OC, these vessels were operated by eight coastwise 
steamship lines. Exhibit D portrays the extensive scope of the coastwise serv- 
ices performed by these eight lines at that time. 

The Newtex Corp. decided to resume operations after the end of the Govern- 
ment-sponsored services in 1947,’ and the following paragraphs outline the results 
of the resumed service. 


* Such services were conducted under Ne gp authority granted by the Commission 
in No. W-926 (Sub-No. 1 TA), 260 I.C.C. 589, over the strong opposition of the Associa 


tion of American Railroads on behalf of most of its members. Among other things, the 
Commission said therein: 

“We turn now to the central question presented by the application, that is, whether 
there is an immediate and urgent need for the proposed service, In the consideration of 
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“when Newtex entered into private coastwise break-bulk operation in March 
of 1947 following the withdrawal of the Government sponsored services (see 
exhibit H) it did so in the face of ridicule from its erstwhile coastwise competi- 
tors who felt that the tremendous expenditures necessary to stabilize the coast- 
wise operations were not commensurate with the return on the investment. 
They forecast nothing but losses. 

“Newtex anticipated very considerable difficulty in the reestablishment of its 
postwar coastwise service, but it did not foresee the full extent of the public 
apathy. It developed that shippers had lost faith in the coastwise services 
partly because of the suspension of service by the various coastwise lines in the 
early part of 1947 (exhibit J) and partly because of the labor difficulties which 
so seriously plagued Newtex during the latter part of 1947 and 1948. 

“The intensive Newtex solicitation efforts made crystal clear that the public 
attitude toward the break-bulk coastwise steamship service had become one of 
almost complete distrust. In the last 9 months of operation in 1947 tonnage 
offerings were pitifully small despite expansion of the Newtex service to Boston, 
Baltimore, and Philadelphia, and the Newtex losses for this period amounted to 
$804,307. 

“In 1948 no effort was spared to increase the tonnage carried by Newtex not- 
withstanding all of the adverse factors with which it was confronted at that 
time. Early in 1948 Newtex returned one of the Victory ships to the Government 
and thereafter the Newtex break-bulk service was conducted with three Victory 
ships and three smaller vessels owned by its parent company, Sword Line, Inc.” 

The author sums up the attempts of the Newtex Corp. to continue to furnish 
break-bulk coastwise service in the following paragraphs: 

“During 1952, it became patently clear to Newtex that the break-bulk coast- 
wise service could not effectively compete with the non-break-bulk or Seatrain- 
type service. Rising costs of operation had rendered the break bulk operation 
obsolete. It was as hopelessly outmoded as the Clipper ships of former years. 
This was a conclusion reached only after extensive trial and error; after skill and 
ingenuity had been called upon time and again. Newtex was just barely able 
to continue in operation. The future, in 1952, appeared dark indeed. 

“The most important contributing factors creating this situation were: 

“(a) In the postwar era, manufacturers have found it possible to reduce costs 
by innovations in packaging. Today large quantities of rice and other commodi- 
ties move from Texas origins in bulk in boxcars. It is physically impossible 
to handle this in break-bulk steamer service. Many liquid chemicals and in- 
secticides that formerly moved in drums are now shipped in concentrated form, 
in powder, in paper bags. These three- or five-ply paper bags are susceptible to 
considerable stevedore damage which renders the break-bulk cargo service un- 





this question it is appropriate preliminarily to review the congressional declarations of 
policy in the light of which the appilcation is to be determined.” 

In the Transportation Act, 1920 (U.S.C., title 49, sec. 142) it was declared to be the 
olicy of Congress ‘‘to promote, encourage, and develop water transportation, service, and 
acilities in connection with the commerce of the United States, and to foster and preserve 
in full vigor both rail and water transportation.” 

The policy so announced repeatedly has been recognized and accorded weight by this 
Commission. Concern for the maintenance of an adequate merchant marine was again 

expressed in the Merchant Marine Act, 1936 (U.S.C., title 46, see. 1101). A like view 
was indicated in the Transportation Act, 1940, wherein it was declared to be the national 
transportation policy ‘‘to provide for fair and impartial regulation of all modes of trans- 
portation subject to the provisions of this Act, so administered as to recognize and pre- 
serve the inherent advantages of each; * * * all to the end of developing, coordinating, 
and preserving a national transportation system by water, highway, and rail, as well as 
by other means, adequate to meet the needs of the commerce of the United States, of the 
postal service, and of the national defense.” 

The availability of water transportation has influenced the location of industries and 
contributed materially to their development. Certain commodities move freely only by 
such transportation, and the use of this transportation medium has enabled industries to 
reach markets which otherwise would be beyond their trade territory. As indicated 
above, coastwise and intercoastal shipping normally is an integral part of the national 
transportation system. (The tonnage moved in this service before the war was substantial. 
Applicant urges that whenever a major transportation facility is forced to suspend for 
reasons such as those presented here, there immediately arises an urgent need for its 
ressumption as soon as practicable. The cessation of the war makes it immediately neces- 
sary to resume the normal services of the companies which were suspended by reason of 
the war. Consequently, there is persuasive force to applicant’s contention with respect 
to the water-carrier services under consideration. The vessels which the operating com- 
Fanies lost cannot be immediately replaced by purchase or by constructing other vessels. 

nder such an arrangement with the applicant as would here be implemented, these com- 


panies measurably can meet the instant emergency pending the reacquisition of adequate 
equipment. 
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attractive to shippers and consignees and results in heavy claim expense to 
the break-bulk steamer line. Many liquids that formerly moved in drums now 
are transported in tank cars and thus the break-bulk water carrier can no longer 
compete for this traffic. . 

“(b) Shippers and consignees have no appetite for the expense of processing 
and collecting claims for loss and damage to cargo. Instead they seek a trouble. 
free service ; one that allows the merchandise to reach the consumer in factory. 
fresh condition. But a certain amount of loss and damage to cargo is now 
synonymous with break-bulk steamer freight service. Waterfront conditions 
being what they are, the only satisfactory remedy rests in the principle of elim. 
ination of physically handling each and every piece or package of cargo. 

“(c) Many shippers and consignees experience another type of difficulty with 
the break-bulk ocean carirer. A shipper of drugs or toilet preparations, when 
loading a freight car or truck trailer, will segregate various articles or brands 
and different size packages so that when unloaded by the consignee there wil] 
be a very minimum of expense to check the various packages and place then 
in stock. But when handled via the break-bulk service, these packages are 
invariably and inevitably commingled during the course of the multiplicity of 
physical handlings. Segregation by the consignee is costly and time consuming, 
The same situation prevails with almost every other commodity including canned 
foodstuffs (various soups or vegetables in one car), floor coverings (various 
patterns and colors), paper products (towels, tissues, napkins, toilet tissue), 
paints (various sizes, types, and colors), soap products (various brands and 
sizes of soap, powders, flakes, etc.) , ete. 

“(d) Selective freight rate reductions by the railroads, notwithstanding ¢ 
general upward trend of freight rates since World War II, has forced eorre- 
sponding reductions on the part of the domestic coastwise water carriers, Ip 
some instances the revenue of the water carrier was reduced to a point where 
the break-bulk steamer line could no longer afford to handle the traffic. This 
has happened many times in recent years and has seriously depleted the traffic 
potential of the break-bulk steamship line. 

“(e) The railroads in the postwar era are fully cognizant of the need to 
greatly speed up freight service. Commodities generally cost much more than 
formerly and thus the investment in goods in transit has grown tremendously, 
The railroads, in order to compete with the express service of the motor carriers, 
have streamlined their freight services; are now operating accelerated freight 
trains on schedules much as they do passenger trains. This has greatly reduced 
the railroad time in transit to a point where the always slower service of the 
domestic coastwise line is now even less attractive in contrast. 

“(f) The break-bulk cargo vessel is not generally equipped to economically 
handle individual pieces of freight in excess of 5 tons in weight. Of course, 
floating cranes can be employed to handle heavier pieces but this is most expen- 
sive and frequently the revenue accruing to the break-bulk carrier is considerably 
dissipated by the employment of the floating crane. This situation arises in con- 
nection with the handling of heavy pieces of machinery, transformers, reels of 
wire rope and cable, ete. Whenever a car contains one or more heavy pieces, it 
is usually to the best interests of the break-bulk carrier to decline to handle the 
shipment. The delay and expense incident to the handling of these pieces is 
prohibitive. 

The following paragraphs from the study summarize the record of the North 
Atlantic-gulf coastwise trade from the prewar era into the second half of 1953. 

“1. In the prewar era, exhibit Bb shows that the domestic coastwise services 
were operated at a very substantial net loss. 

“2. In the postwar era the Government agency operations in the coastwise 
break-bulk trade were also conducted at heavy loss. See exhibit F. 

“3. Postwar private operations in the domestic break-bulk coastwise trade (in 
1947) by Bull Line, American Liberty Line, and Southern Steamship Co., were 
very brief and most costly. See exhibit J. 

“4. After only 6 months of break-bulk service between the North Atlantic ports 
and Houston by Pan Atlantic Line it too retired from the trade account of severe 
losses. 

“5. Newtex has survived the postwar period but in so doing it has reached the 
firm conclusion that the break-bulk type of cargo vessel is so thoroughly anti- 
quated and expensive that it must quickly be supplanted by modern non-break- 
bulk-type vessels. Proof, incontestible, may be found in exhibit K. 
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“This exhibit contains data abstracted from annual reports of Seatrain filed 
with the ICC. It shows that while the break-bulk lines in the Atlantic-gulf 
coastwise trade were being forced out of business on account of terrific losses, 
geatrain has had net profits (before Federal income tax) ranging from $3 to $4 
million in each of the last 5 years. Its traffic volume continues to rise. Seatrain 
reported that tonnage handled in the first quarter of 1953 was 17 percent ahead of 
the same period of 1952. Similarly, the tonnage for the second quarter of 1953 
was reported by Seatrain to be 19.6 percent ahead, of the same 3 months of 1952. 

“§. The record herein justifies only one sound conclusion, namely, that the 
future of the domestic Atlantic-gulf coastwise trade rests entirely with the non- 
preak-bulk vessel. It is the only type of vessel that is commercially feasible for 
coastwise trade.” 

There is other material similar to the independent studies quoted from above. 
The explanation for the postwar decline in the intercoastal and coastwise trades 
since 1939 offered by the Maritime Administration in a 1955 report entitled “A 
Review of the Coastwise and Intercoastal Shipping Trades” does not agree with 
the statements of Witness Hall. Despite the fact that the Federal Maritime 
Administration has primary responsibility for the formulation and administration 
of the Government’s promotional policies in respect to these trades, no mention 
of the Interstate Commerce Commission as being in any way responsible for the 
plight of the water carriers is to be found in the Administration’s report. 

On the contrary, this report attributes the difficulties of the coastwise and 
intercoastal trades to the fact that the Government took over all vessels in 
this trade during World War II and other types of carriers absorbed the traffic. 
It is stated that although domestic operations were gradually restored with war- 
built ships these ships proved to be better adapted to the bulk trades than to 
preak-bulk operations. As a result, the break-bulk operations were by 1955, 
according to this report, in a considerably less favorable economic situation than 
were the bulk operations. This was specifically attributed to rising costs, par- 
ticularly in loading and unloading the ships. 

The report also states that restoration of the “inherent economy of ocean 
transportation” requires the construction of new types of break-bulk ships 
incorporating the latest technological features designed to reduce cargo-handling 
costs. 

Among the conclusions reached were: 

“Taken as a whole, the coastwise and intercoastal shipping trades are in a 
reasonably healthy condition. The exception is in the break-bulk dry cargo 
trades, and the principal weakness in this area is in excessive operating costs, 
particularly the costs of cargo handling. 

“The basic, long-range solution of the break-bulk dry cargo problem appears 
to lie in the adoption of technological improvements which will reduce cargo 
handling and other related costs and result in less in-port time and better vessel 
utilization. 

“This can best be accomplished through the initiative, enterprise, and knowl- 
edge of private industry proceeding with a vigorous replacement program. 

“Various proposals for changing the ratemaking mechanism do not appear to 
answer questions of the interpretation and applicability of the regulatory pro- 
visions of the Transportation Act of 1940. 

“The primary responsibility for technological development rests with private 
investors and operators. It is believed, however, that the Government may 
properly contribute in certain areas of research and development.” 

Annual reports of the Federal Maritime Board and the Maritime Administra- 
tion for the fiscal years 1955 through 1958, submitted to the Congress through 
the Secretary of Commerce, apart from the special study referred to above, 
make no reference to any specific problems respecting coastwise and intercoastal 
shipping, nor is the matter of water-rail competitive rate adjustments mentioned. 

In attempting to substantiate his allegation that the Interstate Commerce 
Commission and the railroads were responsible for a decline in the tonnage of 
canned citrus fruits and juices moved from Florida by Pan-Atlantie Steamship 
Corp., Mr. Hall took into account only one factor—rates. He failed to mention 
the factor chiefly responsible for the loss of this tonnage, ie., the change in 
the form of marketing these products.*. Citrus juices are increasingly shipped 





*He also failed to note that at least one of the largest shippers of fresh juice, Tropicana, 
has acquired its own specially equipped ship for private water carriage in bulk, in order 
to reach its volume markets in the Bast. 
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as frozen concentrates, which greatly reduces their bulk. The pack of canneg 
(not concentrated) citrus fruits and juices reached a peak of 164 million gallons 
in the 1947-48 season and declined irregularly thereafter to 132 million gallons 
in the 1956-57 season. Mr. Hall states that Pan-Atlantic carried 200,000 tong 
of the fruits and juices in 1948 and 61,343 tons in 1957. On the other hang 
the production of frozen (concentrated) orange, grapefruit, and tangerine juices 
which amounted to only 1.9 million gallons in the 1947-48 season, rose to 764 
million gallons in the 1956-57 season. 

The witness further state: 

“For the canning season of September 1956 through August 1957, a bulletin 
dated August 1957, issued by the Growers & Shippers League of Florida, shows 
the following distribution of canned citrus products: by rail, 62 percent; by 
truck, 29 percent; by water, 9 percent. The bulletin for the 1957-58 year jg 
not available but the pattern should show no appreciable change.” 

From data furnished us as of June 5, 1959, by the same Growers & Shippers 
League, the following tabulation was compiled. 


Canned citrus fruit and canned citrus juice from Florida by rail, truck, water, 
water-rail, and water-truck, 1953-54 through 1956-57 


[Pounds] 


$$ 


Years | Grand total Rail Truck Water Water-rai Water. 

} truck 
azote Ss = a ee 
1956-57 .... 909, 486, 578 555, 493, 042 239, 215. 841 | 86, 725, 092 3, 337, O87 24, 715, 516 
Percent of total __- 100.0 | 61. 08 | 26. 30 9.54 0.37 272 
1955-56__. - 1, 035,911,918 | 605, 152.783 | 227,573,846 | 145, 120, 127 | 9,265,875 | 48, 799, 987 
Percent of total | 100.0 | 58. 42 21. 97 14.01 | 0.89 | 4.71 
1954-55_..-. } 1,128,190,133 | 732,851,208 | 179, 959, 874 185, 840, 969 | 10, 484, 095 19, 053, 987 
Percent of total! 100.0 | 64. 96 15. 95 | 16. 47 0.93 | 1.69 
1953-54____ 1, 167, 811,079 | 756,352,118 | 192, 592,666 | 185,080. 506 | 13, 233,490 | 20, 552, 200 
Percent of total 100. 0 | 64. 77 | 16. 49 | 15.85 | 1.13 | 1.76 

' ' 











While the year-to-year variations in the pattern may “show no appreciable 
change,” the overall change in the proportions of such canned citrus products 
moved by rail and water have declined, the former by 3.7 percent and the latter 
by 6.3 percent for the period covered in the table. The marked change in the 
pattern is indicated by an overall increase of about 10 percent of the total 
shipments which moved by truck. 


SUMMARY 


The year 1940 is referred to repeatedly by the witnesses opposing Interstate 
Commerce Commission jurisdiction over water carriers serving Alaska as the 
beginning of the decline in the coastwise and intercoastal trades. The implica- 
tion, of course, is that these carriers have not prospered under Interstate Com- 
merce Commission regulation since jurisdiction over those carriers was conferred 
upon the Commission by the Transportation Act of 1940. We submit that it has 
been clearly shown that economic regulation by the Commission is not responsible 
for the plight in which break-bulk carriers find themselves. The facts, as 
shown, demonstrate that multiple causes, not attributable to regulation, have 
had devastating effect on their ability to compete. Generally, water carriers 
have not been prevented from voluntarily increasing their rates by the Com- 
mission. If alleged selective rate reductions by the railroads on water competi- 
tive traffic has adversely affected the revenues of water carriers, it seems 
pertinent to point out that the result of such rate reductions would be equally 
devastating irrespective of whether the water carriers were regulated by the 
Commission or not. It should also be mentioned that the Commission has no 
statutory authority to promote the interests of the water carriers to the detri- 
ment of other carriers or the public. 

In refutation of the charges that the Commission hes been responsible for the 
deterioration of the coastal fleets of the United States, we have adduced facts 
and conditions developed by studies made by the industry itself explaining the 
causes. We believe it to be true (1) that the Commission has acted in accordance 
with the legislation which determines its authority and responsibilities, and (2) 
that any adverse effect upon the industry that may have resulted unavoidably 
from the Commission’s efforts to carry out the national transportation policy 
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have been insignificant in comparison with the adverse effects of causes entirely 
beyond our control (and apparently beyond the control of the industry itself), 
such as— . ‘ ; ‘ : 
1. The disruption of service during the war period and the changes in 
transportation practices of shippers resulting therefrom. 
2. The postwar increase in motor transportation. 
8. The decentralization of industry. 
4, The changes in inventory practices of consignees, requiring fast trans- 
portation of small quantities. 
5. The increase in operating costs. 
6. The increase in replacement costs of vessels. 
7. The trend toward containerization. 
8. The recurrent lack of reliability in the schedules of the water carriers 
because of work stoppages. 

Here are major economic factors, any one of which would adversely affect 
water carriers and which in the aggregate have proven to be more than they 
have been able to surmount. 

Mr. Hall offered no evidence that any of the 22 firms included in what he 
claimed was ‘“‘a partial casualty list of shipping companies that had fallen victim 
of the ICC’s power over coastwise and intercoastal shipping” were in fact such 
victims. We have shown that some of these companies are presently operating 
under other names, some never applied to the Commission for operating authority, 
some were denied operating authority because they were not legally entitled to 
such authority, some were never subject to the Commission’s authority due to 
the nature of their operations, and others appear not to have operated in the 

riod subsequent to 1939. 

With one exception, this completes the phase of this statement dealing with 
the general charge (and the various modifications thereof) that an ICC-rail 
conspiracy is responsible for the plight of coastal and intercoastal shipping. 
We would point out, however, that the Federal Maritime Board comparison 
before your committee of the status of those trades with the so-called increase 
capacity of the Alaska, Hawaii, and Puerto Rico trades is, in our opinion, hardly 
a valid one. In the first place, the significance of the term “capacity” in the 
circumstances, is not clear. More important, however, the coastal and inter- 
coastal trades are, without exception, faced with the strong competition of not 
only the railroads but motor carriers as well, including private (shipper-owned 
or leased) motor carriers, whereas the only competition facing the compared 
trades is other water competition (save Alaska, where there is some limited 
motor carriage via the Alaska Highway, but no rail). 

We have not overlooked the fact that Consolidated Freightways, Inc. (Witness 
Liipfert) also opposes S. 1507 on the ground that the bill would imperil its status 
(before the Federal Maritime Board) as a nonvessel water carrier (which status 
apparently is even now being reexamined by the Federal Maritime Board) and 
result in its being a freight forwarder under the Interstate Commerce Act. Con- 
solidated, of course, is the largest motor carrier in the country. Under S. 1507 
as it stands, however, there would be some reason for its indicated belief were 
it not for the fact that its Seattle-Alaska operation, the very one in which it 
fears classification as a freight forwarder, is a motor carrier operation, as was 
found by Interstate Commerce Commission Hearing Examiner Pettis in a report 
and recommended order served March 24, 1959, in our docket No. MC-F-6845, 
to which Consolidated filed no exceptions and which, on May 11, 1959, became 
effective as the order of the Commission by operation of law. 

Coastwise Line (Witness Seid) argues against the certificate provision of S. 
1507. This, of course, is a standard feature under the Interstate Commerce 
Act; under part III thereof, however, the Commission has historically been 
liberal as to ports and commodities authorized, and in the case of Alaska it 
would seem that such practice would most certainly be followed—indeed, a 
provision therefor could be written into S. 1507 if that is the committee’s desire. 
As to the Coastwise argument that the railroads could feed traffic to Canadian 
water carriers, Witness Seid notes that this is made possible by the Alaska 
Statehood Act’s revision of section 27 of the Merchant Marine Act of 1936: 
we express no opinion on the merits of the matter but if Congress desired to 
exclude Alaska again from the proviso of section 27 such action presumably 
would meet his objection—whether it would meet with Alaska’s approval would 
likely be made apparent. The fact is that what Coastwise fears is now possible— 
a change in water jurisdiction from Federal Maritime Board to Interstate Com- 
merce Commission as provided in S. 1507—would not change the situation. 
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APPENDIX A 
HIStToRY OF NEWTEX STEAMSHIP CorRP. AND THE POSTWAR COASTWISE TRADE 


A study of the break bulk coastwise steamship operations and problems in the 
Atlantic-gulf trade 


The Newtex domestic coastwise steamship service originated with the forma. 
tion of the New England, New York, & Texas Steamship Co. In June of 1926 
the service of this company was inaugurated by the sailing of the SS Brung. 
wick (a World War I laker) from Boston, New York, and Norfolk to Texas 
City. oA the fall of 1926 service at Boston was abandoned. Subsequently Nor. 
folk was eliminated as a port of call and Baltimore was added to the intinerary, 
The northbound traffic at that time consisted mostly of bulk sulfur, bulk 
phosphate rock, and lumber. The southbound service handled miscellaneous 
packaged general cargo. 

On February 1, 1928, the ownership of the N ew England, New York & Texas 
Steamship Co. passed into the hands of the U.S. Freight Co. The name of the 
company was changed to Newtex Steamship Corp. (hereinafter referred to as 
Newtex) and in October 1928 the operation was confined to sailings between New 
York and Houston. Again the break bulk operation was principally miscellap- 
eous general cargo southbound and bulk commodities northbound. 

In February 1932, Newtex was acquired by Overlakes Freight Corp. and jp. 
stituted weekly coastwise break bulk service between New York and Houston, 
In the latter part of 1982, Lakes Charles, La., was added to the intinerary but this 
was subsequently abandoned. In 1936, Brownsville, Tex., was added to the 
schedule. 

In 1940, the Newtex vessels were sold as a result of the war and the com. 
pany was reorganized. The present Newtex was incorporated under the laws 
of the State of Delaware on February 19, 1948. 

All of the domestic cargo services in the Atlantic-gulf trade were suspended 
during the war. The vessels were assigned to the war effort. 

Shortly after the conclusion of World War II there were repeated demands to 
restore the prewar break bulk dry cargo coastwise services between the North 
Atlantic and Gulf of Mexico ports. But the prewar coastwise operators in this 
trade were reluctant to resume operations. There were several reasons for 
this. 

1. During the war the flow of traffic between the east and the southwest had 
been captured entirely by the railroads and motor carriers. Shippers and re- 
ceivers of freight had become accustomed to overland transportation, and the 
prewar coastwise operators knew that it wold be a long, tedious, and very ex- 
pensive task to reorient this traffic to the coastwise steamship routes. 

Then, too, the cost of operation of coastwise vessels had already tremen- 
dously increased over the prewar years. The prewar profit and loss experience 
of the break bulk coastwise operators generally was not encouraging, as de 
picted in exhibit B. This exhibit shows the net operating results for the 10- 
year period, just prior to the war (1931 through 1940) of the coastwise opera- 
tors and reflects a consolidated net loss for the period of $8,046,246. It also 
shows that, except for the years 1986 and 1938, the coastwise operations as a 
whole were conducted at a loss in each of those 10 years. 

3. Moreover, virtually all of the coastwise operators had lost their vessels as a 
result of war activities and the cost of acquiring new suitable vessels was re 
garded as prohibitive. During the year 1939, which was the last full year of 
coastwise activity prior to World War II, there were 63 dry cargo vessels en- 
gaged in the Atlantic-gulf domestic coastwise trade having a gross tonnage of 
274,089. As shown in exhibit C, these vessels were operated by eight coastwise 
steamship lines. Exhibit D portrays the extensive scope of the coastwise serv: 
ices performed by these eight lines at that time. 

In August 1945, after the surrender of Japan, the multitude of difficulties of 
creating a merchant marine for wartime activity was still fresh in the minds 
of everyone. The problem of reabilitating the percetime domestic dry cargo 
trades was assumed by the U.S. Government. About 2 weeks after Japan 
sapitulated, the War Shipping Administration (hereinafter referred to as WSA) 
filed an application with the Interstate Commerce Commission (hereinafter re 
ferred to as ICC) for temporary authority to operate dry cargo vessels in the 
coastwise and intercoastal trades. The railroads vigorously protested, but 
nevertheless the permission was granted by ICC in September 1945 (260 ICC 
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589) and on October 5, 1945 WSA allocated oD Victory ships to 12 of the pre- 
war intercoastal common carrier steamship lines to be operated on a govern- 
mental agency basis. Sailings commenced in November of 1945. 

During the latter months of 1945 and the first half of 1946 there were many 
conferences between WSA and the prewar domestic dry ca rgo coastwise opera- 
tors in the Atlantiec-gulf trade with a view toward reestablishment of a post- 
war coastwise service. The temporary operating authority granted by the ICC 
in September 1945 had been extended and finally, in July 1946, the WSA in- 
stituted weekly services as shown in exhibit BE. ; 

This operation was undertaken by WSA in full anticipation that operating 
losses would be sustained but the Secretary of Agriculture, Office of War Mobili- 
gation and Reconversion, and the Office of Defense Transportation strongly 
urged the action as an aid to rapid reconversion of industry and the alleviation 
of the critical freight car shortage which became quite serious during the sum- 
mer of 1946. 

The five break bulk common carrier coastwise steamship lines appointed by 
WSA (see exhibit E) operated five separate weekly services between Atlantic 
and gulf ports as agents of the Government. 

The prewar break bulk coastwise services between points on the Atlantic coast 
were never reestablished. However, in November of 1951, Seatrain extended 
its service, under temporary authority of the ICC, to include the New York- 
Savannah run. The Merchant & Miners Transportation Co. surrendered its 
certificate to the ICC for cancellation in 1948. Eastern Steamship Co., Phila- 
delphia & Norfolk Steamship Co., Clyde Line, Bull Line, and Ocean Steamship Co. 
of Savannah have retained their certificates but remain dormant. 

It was soon apparent that these five coastwise services in the Atlantic-gulf 
trade suffered tremendous loss from the outset, due principally to extremely 
meager tonnage offerings, strikes, and work stoppages. In a study made by 
the U.S. Maritime Commission covering 51 break bulk round trip voyages oper- 
ated by the agency steamship lines in the North Atlantie and gulf trades, be- 
ginning with the first voyage in July of 1946 and terminating with the last 
completed voyage in December of 1946, the loss suffered by the Government, 
exclusive of full cost of repairs to vessels, the annual overhaul of the vessels 
and the cost of periodic classification surveys, was shown to be $1,176,201. 
This loss figure does not include the cost of hull and machinery insurance or 
cargo insurance since these risks were carried by the U.S. Government. Nor 
did it include charges for interest on the valuation of the vessels, depreciation 
of the vessels, or taxes. 

Exhibit F shows the breakdown of the operating results of these 51 voyages 
in the latter half of 1946. This study was introduced by Mr. Robert GC. King 
on behalf of the U.S. Maritime Commission at a hearing before the Interstate 
Commerce Commission in reopened docket 13535 (276 1.C.C. 349). It shows con- 
clusively that the governmental agency operation in the break bulk coastwise 
trade during the latter half of 1946 met with disastrous results. The reluctance 
of the prewar operators to resume postwar break bulk dry cargo coastwise serv- 
ice was fully justified. 

In an attempt to minimize these extremely heavy losses and improve the 
deplorable financial situation, the Government, in the latter part of 1946, con- 
solidated certain of the services. The consolidation of the coastwise domestic 
break bulk services is shown in exhibit G. It will be observed that the week- 
ly services from New York of Clyde Mallory Lines, Newtex, and American 
Liberty Line were consolidated into one service. Likewise, the Philadelphia and 
Baltimore services of Southern Steamship, Bull Line and American Liberty Line 
were joined into a single operation. Under the consolidated service, single 
vessels of the C-—1 type were employed under joint agencies of multiple lines. 
tach agent maintained its own records, provided its own billing, and performed 
its own solicitation, etc. 

The consolidation of the break bulk coastwise services which became effective 
in October 1946, as shown in exhibit G did not materially improve the financial 
results of the operation by the Government. 

By this time all of the Government agency operations in the break bulk inter- 
coastal and coastwise trades were being sustained only at great losses. In a 
letter from Chairman Smith of the U.S. Maritime Commission to Director Steel- 
man of the Office of War Mobilization and Reconversion, dated November 26, 
1946, it was stated : 
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“The production of goods requiring domestic water transportation is increas. 
ing and the Maritime Commission is being called upon, from time to time, to 
place more vessels in service in order to move essential commodities and to 4). 
leviate the shortage of freight cars—even though the freight revenue receiyeg 
by the Commission for the service rendered is insufficient to cover operating 
expenses. 

“As you may know, the Maritime Commission has been operating these qo. 
mestic services under authority transferred from the War Shipping Admip. 
istration, effective September 1, 1946, pursuant to Public Law 492, 79th Cop. 
gress. Under this statute, the operating functions transferred to the Mari. 
time Commission were to cease on December 31, 1946, and the unobligateg 
balance of the revolving fund of the War Shipping Administration will he 
covered into the Treasury. A supplemental enactment, Public Law 521, 79 
Congress, extended the authorized period of operation until February 28, 1947, 
but limited such operations to funds available from receipts from operating 
functions continued during that period. It is therefore evident that the Mari- 
time Commission’s statutory authority to operate these services extends only 
to February 28, 1947, at the most.” 

Congress did not further extend the authorized period of these agency opera. 
tions in the intercoastal and coastwise trades. 

On February 21, 1947, the U.S. Maritime Commission instructed its agent 
steamship lines to immediately issue embargoes on all freight inasmuch as the 
Government was preparing to withdraw from the coastwise trade. Exhibit q 
is a copy of the telegraphic instructions issued by U.S. Maritime Commission 
to each of its coastwise agents on February 21, 1947. The Government hag 
concluded that further operations would only produce further extensive losses, 

The agent steamship lines were then confronted with the choice of charter. 
ing war-built vessels from the Government or suspending operation. Vessel 
construction was not even a remote possibility. 

The general lack of confidence on the part of the break bulk Atlantic-guif 
coastwise operators was quickly manifest. Ou March 5, 1{47, Clyde Mallory 
Lines publicly announced the suspension of its coastwise service and this was 
followed on March 12, 1947, by a similar announcement from Bull Steamship 
Line. Subsequently Bull Line established a break bulk coastwise service be- 
tween Baltimore on the one hand and on the other, the Florida ports of Miami 
and Tampa. But on July 28, 1947, it was announced that this service would 
be discontinued early in August 1947. On June 16, 1947, after a very limited 
period of unprofitable operation, the American Liberty Steamship Corp., noti- 
fied the public of the suspension of its New York-Baltimore-Houston-Galveston 
service effective late in June of 1947. Subsequently, the Southern Steamship 
Co. on July 14, 1947, after a very brief period of unprofitable operation an- 
nounced the suspension of its Philadelphia-Houston service effective the latter 
part of July 1947. Copies of these announcements are contained in exhibit 
J. The prewar break bulk Atlantic-gulf coastwise services of the Southern 
Pacific Steamship Co. (Morgan Line), Lykes Coastwise Line, Inc. and Moore- 
mack-Gulf Line, Inc., suspended in 1940 and 1941, were never reestablished. 

Meanwhile, in March of 1947, Newtex had been acquired, through stock pur- 
chase, by Sword Line, Inc., and Newtex, under its new ownership, contained the 
break bulk coastwise service between New York-Houston-Brownsville with 
weekly sailings in each direction. 

Coincident with the withdrawal from the trade by the other break bulk coast- 
wise lines (Exhibit J), Newtex sought to expand its services to and from the 
other North Atlantic ports. On June 19, 1947, the ICC authorized temporary 
service by Newtex to and from Baltimore. On July 22, 1947, temporary authority 
was granted Newtex by the ICC to provide service to and from the port of Bos 
ton. Then, on August 7, 1947, Newtex was authorized by the ICC to provide tem- 
porary service to and from the port of Philadelphia. These temporary operating 
authorities were subsequently made permanent. 

At present, Newtex is certificated by the Interstate Commerce Commission in 
docket W-896 (see exhibit A) to operate as a common carrier by water, by self- 
propelled vessels, in interstate or foreign commerce, in the transportation of— 

(a) Commodities generally between the North Atlantic ports of Boston, Mass., 
New York, N.Y., Philadelphia, Pa., and Baltimore, Md., on the one hand, and 
on the other, the Texas ports of Houston and Brownsville; and 

(b) Crude sulfur in bulk from Galveston, Tex., and Port Sulphur, La., to 
the North Atlantic ports of Boston, New York, Philadelphia, and Baltimore. 
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Newtex maintains joint through freight rates and joint through routes with 
railroads in the Kast and Southwest and in connection therewith operates joint 
through bill of lading arrangements from the inland origin to the inland des- 
tination. Broadly speaking, the eastern territory reached by Newtex, through 
its rail connections, embraces the New England States, New York, New Jersey, 
Pennsylvania, Maryland, Delaware, and Virginia, in addition to fringe areas 
of West Virginia and Ohio. In the Southwest, Newtex, through its rail connec- 
tions, serves Texas, Louisiana (west of the Mississippi River), and fringe areas 
of Oklahoma, Arkansas, and New Mexico. 

A somewhat similar area of penetration is maintained in connection with 
motor carriers serving these same areas. 

Thus, by the end of August 1947 the Newtex break bulk coastwise service was 

peing conducted on a basis of weekly sailings in each direction between the 
North Atlantic ports of Boston, New York, Philadelphia, and Baltimore on the 
one hand and on the other, the Texas ports of Houston and Brownsville. The 
weekly sailings were provided through the employment of four 18-knot Victory 
ships chartered from United States Maritime Commission. These vessels proved 
unsuitable for the break bulk coastwise trade. The cost of vessel and cargo 
operation continued to grow by leaps and bounds. The already difficult situation 
was rendered more precarious by frequent labor disturbances on the waterfront. 
Each strike and/or work stoppage drove additional traffic away from Newtex 
and intensive solicitation efforts were not capable of recovering the traffic or 
developing new traflic in sufficient volume to compensate for these tonnage 
osses. 
When Newtex entered into private coastwise break bulk operation in March 
of 1947 following the withdrawal of the Government-sponsored services (see 
exhibit H) it did so in the face of ridicule from its erstwhile coastwise com- 
petitors who felt that the tremendous expenditures necessary to stabilize the 
coastwise operations were not commensurate with the return on the investment. 
They forecast nothing but losses. 

Newtex anticipated very considerable difficulty in the reestablishment of its 
postwar coastwise service, but it did not foresee the full extent of the public 
apathy. It developed that shippers had lost faith in the coastwise services partly 
because of the suspension of service by the various coastwise lines in the early 
part of 1947 (exhibit J) and partly because of the labor difficulties which so 
seriously plagued Newtex during the latter part of 1947 and 1948. 

The intensive Newtex solicitation efforts made crystal clear that the public 
attitude toward the break bulk coastwise steamship service had become one of 
almost complete distrust. In the last 9 months of operation in 1947 tonnage 
offerings were pitifully small despite expansion of the Newtex service to Boston, 
Baltimore, and Philadelphia, and the Newtex losses for this period amounted to 
$804,307. 

In 1948 no effort was spared to increase the tonnage carried by Newtex not- 
withstanding all of the adverse factors with which it was confronted at that 
time. Early in 1948 Newtex returned one of the Victory ships to the Government 
and thereafter the Newtex break bulk service was conducted with three Victory 
ships and three smaller vessels owned by its parent company, Sword Line, Inc. 

On April 12, 1948, Newtex announced the transfer of its New York terminal 
operation to Port Newark, N..J., effective May 1, 1948. This considerably reduced 
terminal expenses. 

Following this and as the result of exhaustive studies that had begun several 
months previously, Newtex conceived the idea of establishing a carload collection 
and delivery service at Port Newark, employing contract draymen. This move 
was designed to enable Newtex to attract to its service traffic moving between 
points and places in the New York Harbor area and Texas. A tariff identified as 
Newtex ICC No. 10, to give effect to this revolutionary scheme, was filed with 
the Interstate Commerce Commission on May 22, 1948, to become effective June 
22,1948. Asa result of protests of Pan-Atlantic Steamship Corp., Seatrain Lines, 
Inc., Bull Steamship Lines, certain railroads and motor carriers, the effective 
date of the tariff was suspended until January 21, 1949, by order of the Interstate 
Commerce Commission dated June 21, 1948, pending investigation and hearing 
in I. & S. Docket 5580. 

Following the formal hearing and the filing of briefs, etc., the ICC ordered the 
Newtex tariff into effect without alteration on January 7, 1949 (273 ICC 304). 
The carload collection and delivery service at Port Newark thereafter proved 
to be extremely attractive to the public and inured to the benefit of Newtex. 
It is still operating with full vigor and good effect. 
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Notwithstanding herculean efforts, early in 1948 it became unmistakable to 
Newtex that regular weekly round trips between the North Atlantic and Texas 
ports could not then produce freight traffic and revenues sufficient to meet brea, 
bulk Operating expenses. The preponderance of traffic volume was southbound, 
Work stoppage and threats of work stoppages on the waterfront received front 
page newspaper publicity and were very effective in diverting traffic from New. 
tex to the overland routes operated by the railroads and motor carriers, The 
labor situation at Boston was particularly outrageous and untenable. 

Arrangements were completed in August 1948 to redeliver to the Government 
the remaining three Victory ships employed in the Newtex service. Without 
interruption of service Newtex substituted five smaller dry cargo vessels 
chartered from its parent company. To give effect to this changeover Newtex 
was obliged on July 22, 1948, to announce a temporary suspension of its Bostoy 
service effective August 1, 1948. At the same time the Newtex service betweep 
Baltimore and Brownsville was suspended as was the Newtex service from 
Houston to Baltimore. 

Newtex hoped that the temporary discontinuation of these unprofitable gery. 
ices would make possible concentration of its efforts and limited equipment jp 
areas of greater traffic potential and that a measure of traffic density could be 
developed sufficient to sustain a continued break bulk coastwise service. 

These changes, together with a modest increase in tonnage, reversed the previ. 
ous loss trend toward the middle of 1948 and the Newtex loss for that year was 
$473,507. The total loss suffered by Newtex during the last 9 months of 1947 
and the calendar year 1948 aggregated $1,277,814. 

Beginning in January 1949 the Newtex break bulk coastwise service included 
alternate week service between Port Newark, N.J., Philadelphia, Pa., and Balti- 
more, Md. on the one hand and on the other Brownsville, Tex. The service be. 
tween Port Newark, N.J., and Houston, Tex. was also on an alternate week 
schedule. Service from Philadelphia and Baltimore to Houston was on a weekly 
basis, while the service from Houston to Port Newark and Philadelphia wag on 
a fortnightly schedule. Service between Brownsville, Tex., and Baltimore, Md, 
had been temporarily suspended as had service from Houston to Baltimore, 
Five freighters were operated by Newtex in this break bulk service. 

In addition to these Newtex break bulk services in 1949, there remained in 
the domestic coastwise trade only the Pan-Atlantic Line operating break bulk 
between North Atlantic-South Atlantic and gulf ports from Boston, Mass,, to 
New Orleans, La., and Seatrain Lines (nonbreak bulk) serving Edgewater, NJ. 
(a part of New York Harbor) and Texas City, Tex., and New Orleans, La. 

Complaints from the public early in 1948 concerning loss and damage to Lel. 
shipments and excessive time in transit prompted an investigation by Newtex 
into this phase of the operation. Study proved that the prewar method of 
handling less carload shipments in postwar break bulk coastwise service was 
prohibitive. Costly sorting at Houston resulted in abnormal pilferage and dan- 
age to cargo. Accordingly, to minimize losses, Newtex placed an embargo on 
Le.l. traffic destined to interior Texas points effective April 26, 1948. Immedi- 
ately Newtex embarked upon a survey to determine a suitable and economical 
method whereby Lc.l. consignments could be satisfactorily handled via coastwise 
steamer. 

Having found the remedy, on September 1, 1949, Newtex canceled its embargo 
and resumed the l.c.l. service with the restriction that l.c.l. shipments to interior 
Texas destinations must be. tendered to Newtex without designation of any 
specific railroad routing beyond Houston. Meanwhile Newtex had perfected a 
system of segregation, code marking and palletization at the North Atlantic 
ports which eliminated costly and time consuming sorting at the Houston dock 
Loss (pilferage) and damage as well as delay in transit formerly suffered by 
Le.l. shipments was greatly minimized. 

This radically new procedure soon proved its worth and is still in full 
operation. 

As the direct result of the severe losses suffered by Newtex in 1947 and 1948, 
a study was undertaken toward the end of 1948 to determine the possibility of 
reducing the cost of freight handling on the docks. 
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The hourly wage rates paid to longshoremen at New York had increased as 
indicated below : 
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But the above tabulation tells only part of the story. Contributions by em- 
ployers for vacation, welfare, and pension funds represented an important per 
hour extra expense. The working rules incorporated in the collective bargain- 
ing agreements had progressively raised the cost of cargo handling simply be- 
cause they had the effect of increasing wages with no increase whatever in pro- 
ductivity of labor. : ‘ 

The wage rates, etc., at Philadelphia and Baltimore were the same as at New 
York, while at Houston and Brownsville, Tex., they were only slightly lower. 

A very careful analysis of the situation in all of its ramifications was quickly 
completed in January 1949. Particular consideration was accorded to the pos- 
sibility of reducing the per ton cost of handling break-bulk coastwise cargo and 
at the same time attempting to arrest the thoroughly alarming upward trend 
of cargo damage. It was readily apparent that the only solution, if indeed 
there was one, would be to modernize cargo-handling methods, reduce overtime 
work, minimize extra labor expense and through aggressive, watchful supervi- 
sion coordinate the cargo-handling activities at the loading and discharging 
ports. 

Seeking to accomplish this, on February 18, 1949, the parent company of 
Newtex, caused the incorporation of Lone Star Stevedoring, Inc., a Delaware 
corporation, to perform the stevedoring, clerking, checking, and related services 
for Newtex at Houston, Port Newark, Philadelphia, and Baltimore. Had this 
step been not taken early in 1949 it is very doubtful if Newtex would have been 
able to survive the year 1949. 

The Lone Star Stevedoring operation was soon placed on a fully palletized 
basis. Special purpose cargo gear was devised for various commodities to ac- 
celerate the operation and at the same time minimize cargo damage. 

Casting about to find additional ways and means to attract greater traffic 
volume, Newtex in December of 1949 rearranged its schedule of break bulk 
sailings beginning in January 1950 as follows: 

1. Fortnightly sailings were scheduled between Port Newark, N.J., and Phil- 
adelphia, Pa., and Brownsville, Tex. 

2. Fortnightly sailings were scheduled northbound from Houston, Tex., to 
Port Newark, N.J., and Philadelphia, Pa. 

3. Weekly sailings were scheduled southbound from Port Newark, N.J., Phil- 
adelphia, Pa., and Baltimore, Md., to Houston, Tex. 

Newtex was making a sincere effort to develop traffic sufficient to enable it to 
continue in the break-bulk coastwise trade. But costs continued to rise more 
rapidly than did freight rates and only by the exercise of strictest economies 
in 1950 was Newtex able to continue in the trade. 

Inspired by the success of its venture in the Port Newark carload collection 
and delivery service, Newtex early in 1950 decided to experiment with a plan 
calculated to increase its volume of L.c.1 traffic. By March of 1950 arrangements 
had been completed by Newtex to contract with truck companies in the New 
York harbor area for the receipt of 1.e¢.l. shipments at the truck terminals. 
There such consignments were consolidated and later delivered to Newtex at 
Port Newark in full truckload lots. This resulted in reduction of trucking 
costs to the l.c.l. shipper who had complained that Port Newark, N.J., was not 
readily accessible for small shipments originating in Brooklyn, Bronx, Long 
Island, ete. 

Three such terminals were established in March 1950, one each in Brooklyn, 
Bronx, and Jersey City. The experiment proved highly successful at the 
Brooklyn terminal and it is still in operation. The Bronx and Jersey City 
terminals did not produce tonnage volume sufficient to justify continunation and 
consequently they were abandoned. 
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Beginning early in 1950 in response to overtures from certain New England 
industries, Newtex gave careful consideration to the restoration of its servigg 
to and from Boston. It was concluded to once again attempt to operate g 
profitable break-bulk coastwise service between Boston and Texas ports of 
Houston and Brownsville. Accordingly, after making necessary terminal anq 
other arrangements at Boston, Newtex canceled its Boston embargo on Aprij 
24, 1950, and coastwise service was restored in May 1950. 

At about the same time Newtex also restored its service between Baltimore 
and Brownsville and from Houston to Baltimore. This permitted simplification 
of operating schedules. 

This further effort by Newtex to provide weekly coastwise service between 
the four principal North Atlantic ports and Houston and alternate weekly 
service to and from Brownsville did not meet with the anticipated finanejg) 
success and after a 20-month trial the Newtex service to and from Boston wag 
again suspended effective December 26, 1951. 

Toward the end of 1950, because of the serious scarcity of break-bulk traffie 
volume northbound, it was clearly evident that Newtex would not be able to 
sustain northbound general cargo service from Houston and Brownsville to 
Port Newark, Philadelphia, and Baltimore. The situation became so acute that 
early in 1951 Newtex sought and secured temporary operating authority from 
the ICC to handle part ship loads of bulk sulphur from Galveston, Tex., ang 
Port Sulphur, La., to Atlantic coast ports. These part ship loads were carried 
in the same vessels with general cargo and thus the entire lading of the vessel 
became subject to ICC regulation. 

During 1951 Newtex carried 40,324 tons of bulk sulfur and 20,939 tons of 
general cargo in its northbound service. But despite this, the northbound cargo 
in 1951 utilized only 64.7 percent of the capacity of the Newtex vessels in the 
northbound service. 

In due course Newtex made application to the ICC for permanent operating 
authority to transport crude sulfur in bulk from Galveston, Tex., and Port 
Sulphur, La., to the ports and harbors of Boston, New York, Philadelphia, and 
Baltimore in the same vessels with general cargo. The railroads in the Sonth- 
west opposed the application and the proceeding was assigned for public 
hearing before the ICC in June 1952. Pending decision of the ICC, the Newtex 
temporary operating authority was continued in effect. On February 3, 1953, 
the ICC granted Newtex permanent rights, to replace the temporary authorities, 
effective April 15, 1953. See exhibit A. 

During 1952, it became patently clear to Newtex that the break-bulk coast- 
wise service could not effectively compete with the non-break-bulk or Seatrain- 
type service. Rising costs of operation had rendered the break bulk operation 
obsolete. It was as hopelesslv outmoded as the Clipper ships of former years, 
This was a conclusion reached only after extensive trial and error: after skill 
and ingenuity had been called upon time and again. Newtex was just barely 
able to continue in operation. The future, in 1952, appeared dark indeed. 

The most important contributing factors creating this situation were: 

(a) In the postwar era, manufacturers have found it possible to reduce costs 
by innovations in packaging. Today large quantities of rice and other com- 
modities move from Texas origins in bulk in boxecars It is physically im- 
possible to handle this in break-bulk steamer service. Many liquid chemicals 
and insecticides that formerly moved in drums are now shipped in concentrated 
form, in powder, in paper bags. These three- or five-ply paper bags are 
susceptible to considerable stevedore damage which renders the break-bulk 
cargo service unattractive to shippers and consignees and results in heavy 
claim expense to the break-bulk steeamer line. Many liquids that formerly 
moved in drums now are transported in tank cars and thus the break-bulk 
water carrier can no longer compete for this traffic. 

(6) Shippers and consignees have no appetite for the expense of processing 
and collecting claims for loss and damage to cargo. Instead they seek a trouble 
free service, one that allows the merchandise to reach the consumer in factory- 
fresh condition. Sut a certain amount of loss and damage to cargo is now 
Synonymous with break-line steamer freight service. Waterfront conditions 
being what they are, the only satisfactory remedy rests in the principle of elim- 
ination of physically handling each and every piece or package of cargo. 

(c) Many shippers and consignees experience another type of difficulty with 
the break-bulk ocean carrier. A shipper of drugs or toilet preparations, when 
loading a freight car or truck trailer, will segregate various articles or brauds 
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and different size packages so that when unloaded by the consignee there will 
be a very minimum of expense to check the various packages and place them 
in stock. But when handled via the break-bulk service, these packages are in- 
variably and inevitably commingled during the course of the multiplicity of 
physical handlings. Segregation by the consignee is costly and time consuming. 
The same situation prevails with almost every other commodity, including canned 
foodstuffs (various soups or vegetables in one car), floor coverings (various 
patterns and colors), paper products (towels, tissues, napkins, toilet tissue), 
paints (various sizes, types, and colors), soap products (various brands and 
sizes of soap, powders, flakes, etc.), ete. 

(d) Selective freight rate reductions by the railroads, notwithstanding a 
general upward trend of freight rates since World War II, has forced corre- 
sponding reductions on the part of the domestic coastwise water carriers. In 
some instances the revenue of the water carrier reduced to a point where the 
break-bulk steamer line could no longer afford to handle the traffic. This has 
happened many times in recent years and has seriously depleted the traffic po- 
tential of the break-bulk steamship line. 

(e) The railroads in the postwar era are fully cognizant of the need to 
greatly speed up freight service. Commodities generally cost much more than 
formerly and thus the investment in goods in transit has grown tremendously. 
The railroads, in order to compete with the express service of the motor car- 
riers, have streamlined their freight services; are now operating accelerated 
freight trains on schedules much as they do passenger trains. This has greatly 
reduced the railroad time in transit to a point where the always slower service 
of the domestic coastwise line is now even less attractive in contrast. 

(f) The break-bulk cargo vessel is not generally equipped to economically 
handle individual pieces of freight in excess of 5 tons in weight. Of course, 
floating cranes can be employed to handle heavier pieces but this is most ex- 
pensive and frequently the revenue accruing to the break-bulk carrier is con- 
siderably dissipated by the employment of the floating crane. This situation 
arises in connection with the handling of heavy pieces of machinery, trans 
formers. reels of wire repe end cable, ete. Whenever a car contains one or more 
heavy pieces, it is usually to the best interest of the break-bulk carrier to de- 
cline to handle the shipment. The delay and expense incident to the handling 
of these pieces is prohibitive. 

The financial results of the Newtex domestic coastwise freight operations, 
since its resumption of service after World War II, are portrayed briefly below: 











Total tons | Freight Net income 
carried revenue 

. “Pee 2 pet f ‘ e 176, 968 $2, 230, 673 $804, 307 
a 7 273, 603 4, 828, 135 473, 507 
—....... : kien 171, 957 2, 894, 356 2 57, 687 
1960....... s * 229, 064 3, 795, 928 2 182, 989 
Wea. 5. _ a 242, 372 3, 524, 808 2 136, 376 
es eee 237, 405 3, 198, 108 2 155, 657 

! Loss. 

2 Profit. 


With this situation confronting it, Newtex sought advice of naval architects 
and shipbuilders. A new type of vessel was indicated as the remedy. Various 
theories were explored and several appeared promising. But each left some- 
thing to be desired. The exploratory phase continued through 1952 into 1953. 

In the meantime, the traffic volume to and from Brownsville had continued to 
dwindle down to a point where Newtex could no longer afford to continue the 
service. The situation was further complicated by the fact that the ICC had 
granted to Pan-Atlantic Line operating rights to and from Galveston and 
Houston. It became imperative for Newtex to retrench and to consolidate its 
position without delay. Once again the survival of Newtex was hanging in the 
balance. 

Thus, on January 9, 1953, Newtex suspended its service to and from Browns- 
ville and at the same time northbound service from Houston was also suspended. 
The Newtex break-bulk service in January 1953 consisted of southbound weekly 
sailings from Port Newark, Philadelphia, and Baltimore to Houston. 
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In June of 1953 Pan-Atlantic Steamship Corp., a wholly owned subsidiary of 
Waterman Steampship Co., instituted weekly service between the North Atlantic 
ports and Houston, Tex., employing fast C—2-type vessels. While service wa 
also authorized by the ICC between the North Atlantic ports and Galveston Tex. 
this operation did not come into existence. But in November 1953, after only 
6 months of operation, Pan-Atlantic Steamship Corp. announced the suspension 
of its service to and from Houston, stating that— 

“The uncertain labor conditions and excessive cost of cargo handling ang 
operations make it imperative that immediate embargo be placed on our service 
to and from Houston, Tex. For 6 months we have unsuccessfully endeavored 
to promote an effective operation sufficiently economical to permit continuation 
and expansion of our Texas service. The decision to suspend service to and 
from Houston comes only after long and careful study, and only in an effort to 
preserve at least some portion of our coastwise operation.” 

Public confidence in the break-bulk steampship industry suffered another 
serious setback in March 1953 when American Hawaiian Line suspended its 
intercoastal services and proceeded to convert its vessels into combination 
tanker-ore carriers. American Hawaiian, one of the oldest domestic operators 
had been employing fast C—4-type vessels in the intercoastal break-bulk trade. 
but it found that costs of vessel and cargo operations were such that continua: 
tion of the service would produce nothing but further and extensive losses 

As the second half of 1953 came into being, it was obvious to Newtex that the 
domestic break-bulk coastwise trade to and from Texas ports could no longer 
be fairly classified as a profitable enterprise. When Pan-Atlantic retired from 
the Houston service in November 1953 it made vividly clear that, while the break- 
bulk lines could not satisfactorily cover their operating costs, Seatrain was enjoy- 
ing a most encouraging operating ratio. The situation may be summarized jn 
this way: 

1. In the prewar era, exhibit B shows that the domestic coastwise services 
were operated at a very substantial net loss. 

2. In the postwar era the Government agency operations in the coastwise 
break-bulk trade were also conducted at heavy loss.. (See exhibit F.) 

8. Postwar private operations in the domestic break-bulk coastwise trade (in 
1947) by Bull Line, American Liberty Line, and Southern Steamship Co. were 
very brief and most costly. (See exhibit J.) 

4. After only 6 months of break-bulk service between the North Atlantic ports 
and Houston by Pan-Atlantic Line it too retired from the trade on account of 
severe losses. 

5. Newtex has survived the postwar period ; but, in so doing, it has reached the 
firm conclusion that the break-bulk type of cargo vessel is so thoroughly anti- 
quated and expensive that it must quickly be supplanted by modern non-break- 
bulk-type vessels. 

Proof, incontestable, may be found in exhibit K. This exhibit contains data, 
abstracted from annual reports of Seatrain filed with the ICC. It shows that 
while the break-bulk lines in the Atlantic-gulf coastwise trade were being forced 
out of business on account of terrific losses, Seatrain has had net profits (before 
Federal income tax) ranging from 3 to 4 millions of dollars in each of the last 
5 years. Its traffic volume continues to rise. Seatrain reported that tonnage 
handled in the first quarter of 1953 was 17 percent ahead of the same period of 
1952. Similarly, the tonnage for the second quarter of 1953 was reported by 
Seatrain to be 19.6 percent ahead of the same 3 months of 1952. 

6. The record herein justifies only one sound conclusion; namely, that the 
future of the domestic Atlantic-gulf coastwise trade rests entirely with the non- 
break-bulk vessel. It is the only type of vessel that is commercially feasible for 
coastwise trade. 

M. J. FRECHIE, 
Executive Vice President, Newtex Steamship Corp. 


New York, N.Y., December 31, 1953. 
SCHEDULE OF EXHIBITS 


A. Copy of fourth amended certificate and order issued by the Interstate Com- 
merce Commission in connection with Newtex Steamship Corp. in docket W-8%, 
etc., dated February 3, 1953, effective April 15, 1953. 

B. Statement of operating results of break-bulk coastwise operators in the 
North Atlantic and gulf trades for the years 1931 to 1940, both inclusive. 
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Cc. Number and tonnage of coastwise common carrier vessels operating to and 
from Texas ports in 1939. 

p. Common carrier coastwise steamship services between Atlantic and Texas 
guif ports in 1939. 

BE. Domestic Atlantic-gulf coastwise service inaugurated by WSA in July 1946. 

F. Operating results July 1946 through December 1946 of U.S. Government 
agency operation in the Atlantic-gulf coastwise trade. 

G. Consolidation of domestic coastwise services by USMC in October 1946. 

H. Copy of telegraphic instructions from USMC to Newtex dated February 
21, 1947 regarding discontinuation of Government coastwise service. 

J. Public notices of Clyde-Mallory Lines, Bull Steamship Lines, American 
Liberty Steamship Corp., and Southern Steamship Co., announcing suspension 
of Atlantic-gulf coastwise service in 1947. 

K. Five-year operating results of Seatrain Lines, Inc., as reported to Inter- 
state Commerce Commission. 

ExHIsir A 


FourRtTH AMENDED CERTIFICATE AND ORDER 


At a Session of the Interstate Commerce Commission, Division 4, held at its 
office in Washington, D.C., on the 3d day of February, A.D. 1953 


No. W-896: Newtex Steamship Corporation Common Carrier Application. 

No. W-896 (Sub-No. 3) : Newtex Steamship Corporation Extension, Baltimore. 

No. W-896 (Sub No. 6): Newtex Steamship Corporation Extension, Boston 
and Baltimore. 

No. W-896 (Sub-No. 7): Newtex Steamship Corporation Extension, Phila- 
delphia. 

No. W-896 (Sub-No. 9): Newtex Steamship Corporation Extension, Sulphur. 

No. W-896 (Sub-No. 14): Newtex Steamship Corporation Extension, Port 
Sulphur. 

Newtex Steamship Corporation, having filed applications Nos. W-896 (Sub-No. 
9) and W-896 (Sub-No. 14) under the provisions of section 309(c) of the 
Interstate Commerce Act for a certificate of public convenience and necessity 
authorizing extension of operations as a common carrier by water, a hearing 
having been held, and full investigation of the matters and things involved 
having been made, and said division, on the date hereof, having made and filed 
a report containing its findings of fact and conclusions thereon, which report, 
together with the reports of January 11, 1945, in No. W-896, of September 3, 
1947, in No. W-896 (Sub-No. 3), of October 31, 1947, in No. W-896 (Sub-No. 6), 
and of January 19, 1948, in No. W-896 (Sub-No. 7), are hereby referred to and 
made a part hereof : 

It is ordered, That Nos. W-806, W-896 (Sub-No. 3), W-896 (Sub-No. 6), and 
W-896 (Sub-No. 7) be, and they are hereby, reopened for the purpose of giving 
effect to the determination herein. 

It is hereby certified, That public convenience and necessity require opera- 
tion by Newtex Steamship Corporation, as a common carrier by water by self- 
propelled vessels, in interstate or foreign commerce, in the transportation (1) 
of commodities generally between Boston, Mass., New York, N.Y., Philadelphia, 
Pa., and Baltimore, Md., on the one hand, and Houston, Brownsville, and Port 
Isabel, Tex., on the other, and (2) of crude sulphur, in bulk, from Galveston, 
Tex., and Port Sulphur, La., to the ports of Boston, Mass., and Baltimore, Md., 
and points within the area defined in the order of March 26, 1941, in Ex Parte No. 
140, Determination of the Limits of New York Harbor and Harbors Contiguous 
Thereto, and those within the area defined in the order of July 14, 1941, in Ex 
Parte No. 145, Determination of the Limits of Philadelphia Harbor and Harbors 
Contiguous Thereto. 

It is further ordered, That said carrier be, and it is hereby, authorized to 
perform the service specified above, subject, however, to such terms, conditions, 
and limitations as are now or may hereafter be, attached to the exercise of such 
authority by this Commission. 

It is further ordered, That the holding of this fourth amended certificate by 
said carrier be, and it is hereby, conditioned upon the exercise of the authority 
specified above, and upon compliance by said carrier with the requirements of 
the Interstate Commerce Act, and the orders, rules, and regulations of the Com- 
mission thereunder. 
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It is further ordered, That said application, except to the extent granted her 
be, and it is hereby, denied. 

And it is further ordered, That the third amended certificate and order of Janu- 
uary 19, 1948, in Nos. W-896, W-896 (Sub. No. 3), W-896 (Sub-No. 6), and W-896 
(Sub-No. 7), to the extent that it authorizes operation as a common carrier, be 
and it is hereby, superseded and canceled as of the date on which this fourth 
amended certificate and order takes effect; and that this fourth amended cep. 
oo and order shall take effect on, and be in force on and after, April] 15, 
1953. 

By the Commission, division 4. 


[SEAL] Grorce W. Lairp, Acting Secretary, 


ein, 


ExHIBIT B 


Statements of operating results of break bulk coastwise operators in the North 
Atlantic-Gulf trades for the years 1931 to 1940, inclusive * 

















= dag : —— 
Name of company 1931 1932 1933 | 1934 | 1935 
a) aan. Sa, chet: oo ra ot Be ire od | ret tt ee et — 
Clyde-Mallory Limes..............--...... 2 $359, 393 |? $1, 470, 880 2 $181,285 | 2 $743,510 | 2 $339, 889 
Southern Pacific Steamship - -____...-...-- 2 726,377 | 2.830, 076 2 486,424 | 2770, 255 2 549 453 
Southern Steamship Co__.._..._..._----- 178, 632 37, 148 167, 509 | 28, 679 186, 229 
Bull Steamship Line. .........-...-.--.-- 34, 378 54, 939 | 60, 158 | 56, 459 42, 505 
Lykes Line_.___.___- PA ctdset eenenseckeediecaiensrcce de aden ameaia ames | 2 65, 960 
Moore & McCormack ---_..-.-.-- 2 gpa Aen, sua ee Re ces seal 218, 577 | 2 29, 494 
DO a Te Na a sr ER a 5 eet ot eat | 3, 156 | 11, 125 
Newtex Line 3 - seit 
iE siete eu aclinsiagen 2 872,760 | 22,208,869 | 2 440,042 | 21,444,048 | 2 794,097 
de eal —|_ $$ $$_$__$_| —____—_| ; 
| | 
1936 | 1937 | 1938 1939 1940 
sleapeaiptimnttnantci locas ansitheiinnied nena its seieetll taheaeasest nanan insite 
| | | 

Clyde-Mallory L! S $193, 237 | 2 $693, 352 $117,830 | 2 $120, 389 2 $334, 359 
Southern Pacific Steamship (_.--.------| 2430,961 | 2 671,835 2 469,023 | 2343,133 | 2364 322 
Southern Steamship Co__.___..._____-__-- 140, 746 84,412 | 144, 208 | 120, 718 181, 938 
i SS OLD. ES ee caged 133, 777 | 2 30, 409 | 186, 090 164, 599 | 30, 198 
Lykes Line___- Ress a SoS ete: es 6,188} 2113,168| 217,632 | 66,768 | 2327.82 
Moore & McCormack._____._..__-- : 2,350 | 2195, 854 | 2 29, 076 | 2 24, 599 | 2 30, 175 
Pan Atlantic Line OR eee er 66, O16 | 91,039 | 73,988 | 118, 455 | 117, 466 
Newtex Line 3. es ii bi~ cptdn Wie th criti econ roses 49, 549 | 15, 931 | 4 29, O88 
ies oi se | 111, 353 | 2.1, 711, 245 | 55, 940 | 21,650 | 2739, 988 

Grand total, 1931 through 1940______- 2 $8, 046, 246 


Po | | 


1 Earnings of Seatrain Lines, Inc., are omitted account operations in the Cuban trade. Coastwise trade 
was coincidental therewith and no segregation of earnings made under ICC accounting procedure. 

2 Deficit. 

3 Earnings of Newtex Line are from available company records. No form K reports filed. 

4 Ist 2 months of 1940 only. 


ExHIBIt O 


Number of coastwise vessels in operation in 1939 by lines serving Texas ports 
(common carriers )* 


Total number) Gross tonnage 
of vessels | 


Coastwise steamship line 











Agwilines, Inc. (Clyde-Mallory Lines) ----- oe bi cttin ds deidt. Seo opines deude | 17 74, 701 
Ne ico ache dacebaawktebadcvomidatndcssabiamnan 10 | 31, 750 
ee ee eee 4 | 20, 234 
Mooremack Gulf Lines, Inc__.-_.---.-.----- SILICA ee es at 4| 20, 046 
Newtex Steamship Corp. ___- vie, it tone. ake Eas cdaa th dwccegil 5 | 13, 370 
Southern Pacific Steamship Lines (Morgan Line) -._------.-.-------------- 13 | 71, 851 
Seatrain Lines, Inc_- ve hii As Seo RSs RES ESR at 3 | 23, 755 
SING 552 co os raniaialoeabiedmnskaascnenamdabucegle 7 | 18, 382 

dass aia cae dite i ache aa 63 | 274, 089 

' 








1 Does not include tugs, lighters, or non-self-propelled vessels. 


Authority: Form K reports on file with ICC (annual reports by each carrier) 
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Exurisir D 


via common carrier waterlines between Texas ports and 


Atlantic and Gulf ports in 1939 





| 
Between— | And— | 


Service 


| New York, N.Y 
Se | | ee 
C _— Nb TE OO ic sniiciaiicn ie 
Jac sonville, Peta. 

Miami, Fla_- |{----40- - ------------------ 
Key West, Fla_..--- aa | 
Tampa, Fla--.--- | 
Baltimore, Md_. 
Tampa, Fla_ ‘ 

St. Petersburg, Fla____ 
Baltimore, Md_. 
Tampa, Fla 


Galveston, Tex iio | Semiweekly. 


Weekly. 


a= Charles, La_-_-_-- .| Biweekly. 
| Corpus Christi, Tex nN rookly 
\{ Beaumont, BOR ase yw eekly. 


St. Petersburg, Fla_..- “Hie Ch | 
. a Sorpus Christi, Tex.....--}) sees 
Port Newark, N.J.-..-..- \Beaumont, Tex....... j Biweekly. 


Boston, Mass- -- eeiy | 
, ouston, Tex ae ieee 
Baltimore, Md_. Corpus Christi, Tex | Weekly. 


Norfolk, Va_ 


Newport News, Va... |] Galveston, Tex- --....---- 

| _|peuen TE ott cenatee } 

| Boston, Mass-_--_ Brownsville, Tex_..__- Do. 
|lPort Isabel, Tex. .....|} 

| New York, N.Y __| Houston, Tex | 

| Baltimore, Md | Brownsville, Tex___.-- 2 |. DO 
| Philadelphia, Pa_...---- | Port Isabel, Tex........-.- i| 

New York, N.Y---- H{ Fyalveston, Tex. | ;Semiweekly. 


Mass. __ aoie 
Mass. 


Boston, 


New Bedford, !| Gatveston, Tex. 


- Teak] 
Baltimore, Md___.--- : | CROONER OE 5 encido mets \ eek! 
| Norfolk, Va_ 3% ' | 
, i, a rv ji aot 
New York, N.¥ \ Brownsville, Tex_... } Do. 
New York, N.Y-_-_-. Pass Gite, Tes. cx .isces 3} Do. 
Philadelphia, Pa__- BEDGNNUE, BO@Re wa cccwseus Semiweekly. 
| Norfolk, Va do... = ca thiednce docourcsaapahay, WO 


ExnHIsiTr B 


Domestic coastwise service inaugurated by War Shipping Administration in 


Name 


Bull Steamship Lines 


Newtex Steamship Corp 


Pan Atlantic Steamship Corp 


Southern Steamship Corp 


AGWI Lines, Inc. (Clyde Mallory Lines) a New York, N.Y., 


— 1946 


| 
Between | Frequency 


Miami, Fla., and Houston, | Weekly 
| ‘hex. | 
jebuatennasdeus | B: iltimore, Md., Tampa, Fla., and Corpus | Do. 
Christi, Tex. | 
eek ees New York, N.Y., Houston, Tex., and Browns- Do. 
| ville, Tex. 
BS iia 2 Boston, Mass., New York, N.Y., Philadel- | Do. 
| phia, Pa., New Orleans, La., Mobile, Ala., | 
Panama City, Fla., and Tampa, Fla. | 
cchabambadanh Philadelphia, Pa., and Houston, Tex... -. | Do. 
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ExuHisit F 
U.S. MARITIME COMMISSION 
Ailantic-Gulf service operating results based upon reports received by the 


Maritime Commission under general agency operation from July 1946 
through December 1946 

















Item Round voyages 
I teens elainiShniniagihe Gieasabetaiaiintencinenas 51 
Ia i cease drei eh rem omit mmandatnanesanes 1, 769 
I I ac asccnceinem nist ae bse amine en i eo aAteelihianthiesmmeninibenatinentienoes 123, 401 
IIT ce cickncicl pet a binhindsaitblatlekcdsebesin ames tii $1, 419, 071 
Vessel expense : 

Wages: 4 
NN NNO ca a a a ass cleat $450, 735 
I isi ls a ak cs aiken aeaenbiploninaainkalie 114, 763 
SM UMNO ainsi: iscsi es ciciarseenniinicldnlta tar tgetieb cbt ieatniresaiatanininnes 565, 498 
NNO ccniretsnignstaneetsininicittenstiniisnisineniaaeniaenaistiansisttdllabmnbarcanisinea einai 93, 861 
IN Oe hcconipbiaems 99, 280 
EIN crs 5 cits a po dns nd cto sees hac seg 55, 654 
Pe aia idan iret al nds bs ses RG af alee ini aen acannon wit ea dae teacakanen eaatac 193, 160 
cath dt eae tial seh enelelipeeaninginalib naa ibinaneiaaaindenipiinia 98, 910 
Insurance: 
I calc arcs Nacsa Melee ic esti ad $42, 944 
Ns eas 229 
ey IE ala taseaicksteniicicesieanstichaiinibnsaits tnt nating iaeinnieinia 43, 178 
ee NN a tc cd cin ccm eatesio annie 26, 482 
OGM WHC) CRO neiihe cco becemnincte 1, 176, 018 
Voyage expense: 
SUT CI a acl creer aneigcene oeianananenes 104, 726 
NN cask ices ies cick ne earcicslnbaees 108, 987 
eat scabies satel cnc isiadaniaom 740, 329 
I NT A a penal dtewieenineoaibbaeniaeias 199, 223 
Cn TINIS CNN ahi cal cts ticens cenrqceneriaaes 18, 867 
SITTIN: | a tinal cachhenmnenineauciis 1, 172, 132 
Total vessel and voyage expense____._......._..___________ 2, 348, 150 
management cost and cargo fees.............<... nase se 247, 122 
Na is. sac ticsecte sata, aia cae ccc tpanA acai esa aula las citi setpipitgscihbanies 2, 595, 272 
NN an a a 1, 176, 201 


1 No retroactive wage increases are included. 


* Repair costs shown do not reflect annual overhaul repairs or the cost of periodical 
classification surveys. 


* Contains no hull and machinery insurance costs. 


“Part of these expenses were charged to Warshiptermop terminal contract and are not 
included in this statement. 
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EXxuisit G 


Consolidation of domestic coastwise services by War Shipping Administration/ 
U.S. Maritime Commission in October 1946 


ee 


Name Between— Frequency 


AGWI Lines, Inc. (Clyde Mallory Lines), | New York, Miami, Houston, Galveston, and Weekly. 


Newtex Steamship Corp., American Brownsville. 
Liberty Line. 

Southern Steamship Co., Bull Steamship | Philadelphia, Baltimore, Tampa, Houston, Do. 
Line, American Liberty Line. and Galveston. 

Pan Atlantic Steamship Corp--_- - Boston, New York, Philadelphia, New Do. 


Orleans, Mobile, Panama City, and Tampa. 
| 





Exuisit H 


New York, N.Y., February 21, 1947. 
Capt. DENIS MALONEY, 
Newtex Steamship Corp., 
New York, N.Y.: 


In interest orderly withdrawal Government operation from North Atlantic- 
Texas trade contemporaneous with resumption private operation have decided 
based on extension authority now approved by Congress to permit southbound 
bookings from Baltimore, Philadelphia, New York on Cape Alava and American 
Builder contingent upon ICC authority to sail first week March. These ships 
not to be advertised northbound and no northbound cargo commitments to be 
made for our account as plan withdraw ships from service in gulf. These will 
be last southbound sailings on Government account. Last northbound sailings 
will be Cape Breton and Cape Charles. We are arranging today appropriate 
eancellation of Commission concurrences and adoptions of tariffs effective on 
statutory notice. You are hereby instructed as our agent to serve full notice 
on public immediately and to take such appropriate action by embargoes or 
otherwise as will protect Commission against liabilities. 

C. H. HELMBOLD, 
U.S. Maritime Commission, Washington, D.C. 


ExHIsit J 
AGWILINES, INC., 
(CLYDE-MALLORY LINES), 
New York, N.Y., March 5, 1947. 


SUSPENSION OF SERVICE 


Service being currently operated by us as agents for the U.S. Maritime Com- 
mission from New York, N.Y., to Miami, Fla., and Houston, Tex., and from 
Houston to New York, is for account of the Government. 

The U.S. Maritime Commission has decided to discontinue these Government 
operations effective with the sailing of the steamship Cape Alava southbound 
from New York to Miami and Houston March 7, and the steamship Cape Charles 
northbound from Houston to New York March 10. 
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This service was started under Government auspices in an effort to rehabjjj. 
“ate prewar coastwise operations on the Atlantic and in the gulf and it was 
hoped that before this time, rates, economic and labor conditions, and other 
factors controlling this operation would prove sufficiently favorable for us ag a 
private operator to continue in the trade. Unfortunately this has proven to be g 
vain hope. We cannot at this time carry on this operation except at Very 
substantial losses for an indefinite period and have concluded, therefore, that 
the service will have to be suspended. It is hoped that circumstances in the 
future will develop under which an economically sound operation may be estab. 
lished, in which event we hope to be serving you again. 

FREIGHT TRAFFIC DEPARTMENT, 


BULL STEAMSHIP LINEs, 
A. H. Buti & Co., INc., GENERAL AGENTs, 
New York, March 12, 1947, 
NOTICE 


As you no doubt have already learned, the U.S. Maritime Commission has 
decided to discontinue operation for its account in the Atlantic, gulf coastwise 
general cargo service. 

By reason of this action it has become necessary for us temporarily to sus- 
pend the services we have been operating as agents for the Maritime Commis. 
sion. 

We have made application to the Maritime Commission for the charter of 
suitable vessels, and if this application is approved by the Commission, it is our 
intention to resume service as promptly as possible to as many of the ports 
served by us prior to the war as available traffic will permit. 

There will be, of necessity, a lapse of service between the discontinuance of 
our operation as agents for the Maritime Commission and the resumption of 
private operation. We ask that you bear with us until this problem can be 
worked out. You will be further advised as to our plans as promptly as 
possible. 

Your many years of support to our various services is greatly appreciated and 
your support in the future is earnestly solicited. 

Yours very truly, 
THE BULL STEAMSHIP LINE, 


BULL STEAMSHIP LINEs, 
A. H. Butt & Co., INc., GENERAL AGENTS, 
New York, July 28, 1947. 


NOTICE—-TEMPORARY SUSPENSION OF BALTIMORE-MIAMI-TAMPA SERVICE 


Postwar coastwise operations were begun, as you know, by the Government, 
using prewar operators as agents. The Government bore the losses. Following 
this, the so-called fleet-charter policy was adopted, whereby operators of Gov- 
ernment-owned and chartered tonnage were subject to certain profits recapture 
provisions so that the coastwise trades, operating at necessarily large losses, 
might nevertheless continue with these losses to a considerable extent charged 
against profits made in the foreign trades and otherwise recapturable by the 
Government. The Bull Lines entered into this arrangement with some reluec- 
tance. Recently, Congress has passed an act doing away with these fleet char- 
ters, and requiring that the coastwise trades stand on their own feet. 
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The losses that are presently unavoidable in the coastwise trade are so heavy 
that the continuance of our service under these changed conditions is beyond 
the bounds of prudence. Therefore, with great reluctance, we announce the 
temporary suspension of our Baltimore-Miami-Tampa service. 

In order to minimize any inconvenience to our shippers, we have scheduled 
our last sailing for August 8. | 

We greatly appreciate the patronage given us during the last month and we 
jook forward to the restoration of our services on a sound basis as soon as 
= THE BULL STEAMSHIP LINE. 





AMERICAN LIBERTY STEAMSHIP Corp., 
New York, N.Y., June 16, 1947. 

The American Liberty Steamship Corp. regrets the necessity for announcing 
a temporary suspension of its coastwise common carrier steamship service be- 
tween New York, N.Y.; Baltimore, Md.; and Galveston-Houston, Tex., effective 
on completion of present voyages of the steamships I’rank Dale and Charles 
Hull, late in June 1947. 

Excessive operating costs, low coastwise water freight rates and small cargo 
offerings have resulted in economically unsound operating conditions with pres- 
ent type of vessels, and necessitate a temporary suspension of service. 

Coastwise common carrier water service will be resumed at the earliest 
possible date with vessels more adapted to profitable operation under present- 
day high costs and low freight rates. 

AMERICAN LIBERTY STEAMSHIP Corp. 


SOUTHERN STEAMSHIP Co., 
Drrect SERVICE, PHILADELPHIA—HoustTon, TEx., 
July 14, 1947. 

GENTLEMEN: We regret sincerely to announce the temporary suspension of 
Southern Steamship Co.’s service between Philadelphia, Pa., and Houston, Tex. 

The complete temporary suspension will be accomplished in the following 
manner : 

Southbound (Philadelphia, Pa., to Houston, Tex.) : Effective with sailing of 
July 16. 

Northbound (Houston, Tex., to Philadelphia, Pa.) : Effective with sailing of 
July 31. 

We are motivated in taking this serious step for several reasons, the foremost 
of which is the action of Congress in the passage of H.R. 3911, which denies we 
coastwise and intercoastal lines the relief being afforded by fleet charters in the 
absorption of the high charter rate imposed by the U.S. Maritime Commission 
and ship operating and cargo handling costs. These latter costs were excessively 
skyrocketed by wage increases and working conditions regarded by the coast- 
wise industry, and in particular the Southern Steamship Co., as inequitable and 
wholly out of proportion when contrasted with those prevailing generally in other 
industries. 

In an effort to bring about an early resumption of service, you have our 
assurance we are immediately negotiating for the purchase of suitable ships 
and at the same time exploring all avenues leading to either a more equitable 
revision of wages and working conditions or a mechanical operation. 

Very truly yours, 
SOUTHERN STEAMSHIP Co. 
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ExHIsBIT K 


Seatrain Lines, Inc. 





ACT 


i 








1948 1949 1950 1951 
Waterline operating revenue: 
RS MOWOUIID fio dns dain diet de $9, 525, 563 | $9, 288,685 | $8, 483,024 | $8, 494, 343 
Terminal service and others. __._-_-_-- 175, 512 197, 670 259, 755 250, 260 
oe eS are ss <s a | 
MUNG heer abeks antici se Sk 9, 701, 07 ‘: 9, 486, 355. 8, 742, 779 8, 744, 623 
Waterline operating expense: See : " Tm , 
Terminated voyage expense. __......-- 3, 877, 318 3, 643, 612 3, 194, 740 3, 584, 928 
Inactive vessel expense. _..........---- 4, 580 3, 047 23, 781 69, 235 
Terminal expense _._................--. 346, 516 364, 560 388, 172 401, 313 
Administrative and general expense_-_. 893, 980 900, 847 910, 091 1, 204, 347 
IR no mcnnccesnenudewe 393, 297 887, 819 300, 507 469, 442 
I an oe wee EE at eek 5, 515, 691 5, 209, 885. 4, 907, 291 5, 729, 265 
Net revenue, waterline operations. _- re 185, 384 4,186,470 | 3, 835, 488 3 3, O15 358 
Other income: : F dabet a * 
a a a 19, 684 40, 858 53, 962 51, 651 
ip pag I SAR a a 1, 125 147 3, 869 
Delayed income credits..............-- ~ 24, 301 5, 936 See Lovoneaucs 
at aa 43, 985 47, a9 57, 861 55, 520 
Other deductions: A mar ows we ees 
Waterline tax accruals__.............-- 117, 391 110, 900 a eee 
Miscellaneous. ___.._-- akan tite nMNA a i tal 3, 057 2 
Interest on debt_____________ oe 65, 498 | 56, 452 47, 153 69, 597 
Amortization of deferred che urge: Oh. Hie s 916 
Delayed income debits__.__...-______- 2, 808 31, 732 ROO)... ccesc3%! 
Total__ Stas tai dniatahoniar ees alvin an 185, 697 199, O84 104, 872 70, 515 
Net income be fore | income taxes..... swccicee ORR, 672 4, 035, 305 3, 788, 477 3, 000, 363 
Net income after income taxes__- | 2, 555, 672 2, 522, 454 2, 165, 377 1, 491, 156 
ee eee |. 5 350k oki ce 490, 57 : 661, 598 a 630, 723 




















502, 153 | 


Source: Annual Reports to Interstate Commerce Commission, form M. 


Mr. Witur1ams. Do you have any further questions ? 
Mr. Frrepex, That is all. 


Mr. WILLIAMS 
Mr. Harris. 
Mr. Hall file a 
Mr. Tuaete. 
Mr. Harris. 
Mr. Tuaete. No, sir. 


Mr. Harris? 
Mr. Tuggle, in view of the request by Mr. Friedel that 
statement, I assume it had to do with water 
Water carriers. 

That would be inland waterways? 
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“arriers. 


It is carriage between the States and Alaska and between the ports 
of Alaska that are on the high seas, which is now under the jurisdic- 
tion of the Federal Maritime Board. 

Mr. Harris. What is the jurisdiction of the Commission with refer- 
ence to such operation between other States ? 

Mr. Tuceir. We have jurisdiction as between coastwise and inter- 
coastal shipping between all the other States. 

Mr. Harris. What do you mean by coastwise ? 

Mr. Tucetr. That is between ports on the same coast. 

Mr. Harris. To a distance of how far? 


Mr. Tuacie. Distance is not involved. 


it is domestic transportation or not. 
Mr. Harris. In other words, you have jurisdiction over a shipment, 
as an example, from New Or leans to New York? 


It is a question of whether 


tic 
fei 


Ce 


ye 





oi ow 


mttaer iti =m SNE oC 


— Fo wer 


own 


We 


ALASKAN INTERSTATE COMMERCE ACT 105 


Mr. Tucete. Yes, sir. 

Mr. Harris. That might have to do with domestic shipping? 

Mr. Tucete. Yes, sir. 

Mr. Harris. Whether it went via Bermuda or some other place is 
beyond the point ? 

Mr. Tuaeie. Yes; we would. 

Mr. Harris. Even if it went by London en route, you would still 
have jurisdiction ? 

Mr. Tuacete. We never heard of such a movement. 

Mr. Harris. Lam trying to get at this. 

You are endeavoring to extend the jurisdiction of the ICC here be- 
yond what your jurisdiction is now insofar as transportation is con- 
cerned between other States ? 

Mr. Tucete. It is the same thing; what we are seeking is the same 
jurisdiction. 

Mr. Harris. You are asking for identical jurisdiction insofar as the 
States and Alaska is concerned as now exists between all other States? 

Mr. Tuccir. That is exactly right. We are seeking uniformity 
with respect to Alaska as now relates to the other States of the Union. 

Mr. Harrts. Which seems to me to have a lot of merit to it. 

If Alaska is going to be a State, and it ‘is a State, then it should 
be subject to the same rules and regulations, it seems to me, as appli- 
cable to all other States. 

Mr. Williams, the chairman of the subcommittee, poses this ques- 
tion, which I think would be a little more realistic than the one I re- 
ferred toa moment ago regarding London. 

What about Philadelphia around the coast, through the Panama 
Canalto California? Do you have jurisdiction over that? 

Mr. Tueeie. Yes, sir. 

Mr. Wititams. Will the gentleman yield? 

Mr. Harris. Yes. 

Mr. Witxt1ams. Assuming it should stop at a port in Mexico and 
pick up or unload some freight en route to California, then would 
you have jurisdiction ¢ 

Mr. Tuaeie. Our associate general counsel believes that as long as 
it is moving between two U.S. ports, it doesn’t make any difference 
whether it goes by Cuba or goes by some Mexican port. We would 
still have jurisdiction. 

Mr. Hargis. Over that part of the shipment that goes from the 
US. ports? 

Mr. Tucete. Yes, sir; destined to a U.S. port. 

Mr. Harris. Reference has been made by you in your statement, 
as shown on pages 42 and 43 regarding reported press stories that 
the enactment of title II would result in a 20-percent increase in 
freight rates. 

Your statement says that there is nothing in the bill nor in the Com- 
mission’s regulation which in themselves would cause such an increase. 

Yesterday Senator Bartlett, one of the Senators from Alaska, was 
before the committee and he made reference to this particular matter 
and expressed the view that the bill would have no such effect as con- 
tended in certain press stories referred to. 
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Who operates the Alaska Railroad ? 

Mr. Tucete. The Department of the Interior. 

Mr. Harris. That is provided by law? 

Mr. Tueate. Yes, sir. 

Mr. Harris. Will the Department of Interior continue to operate 
the Alaska Railroad? 

Mr. Tueetr. Yes, sir. 

Mr. Harris. The Department of the Interior then is the manager 
so to speak, for the Alaska Railroad ¢ 

Mr. Tuceie. Yes, sir. 

Mr. Harris. Do I understand your testimony to be that under gee. 
tion 6(1) of the Interstate Commerce Act the carriers have the respon- 
sibility of filing their rates with the Commission ? 

Mr. Tucete. That is true. 

Mr. Harris. I think it would be appropriate for the record to read 
that section at this point. 

That every common carrier subject to the provisions of this part shall file 
with the Commission created by this part and print and keep open to public 
inspection schedules showing all the rates, fares, and charges for transportation 
between different points on its own route and between points on its own route 
and points on the route of any other carrier by railroad, by pipeline, or by water 
when a through route and joint rate have been established. 

That is the section on which you based your answer just a minute 
ago? 

Mr. Tueete. That is right. 

Mr. Harris. If the rates for a 20-percent increase, that is, 20 percent 
higher than the present rates of the Alaska Railroad, were filed with 
the Commission, as press reports contend in the Alaska area, should 
this bill become law or these provisions become law, bringing in line 
the State of Alaska for regulation of common carriers, as are all 
the rest of the States of the Union, would it not then be as a result 
of the decision of the Department of the Interior, the manager of 
the Alaska Railroad, to file for such increased rates? 

Mr. Tucere. Absolutely. 

Mr. Harris. Is it not a fact that there is no other way in which 
such increased rates could be accomplished ? 

Mr. Tucetr. Not when they are filed initially. 

Mr. Harris. Mr. Chairman, those are all the questions I have. 

Mr. Tucerz. Let me add just this, Mr. Harris. 

As you have pointed out by reading the section of the act, it is the 
duty of the carrier to file the rates. If this bill is enacted the Alaska 
Railroad will file rates. 

We might assume they will file them on the same kind of tariffs 
they are operating under now. If, when they file them initially, if 
there is any increase, it will be the result of a determination of the 
Department of the Interior, not the ICC. 

Mr. Harris. However, there is nothing in this bill that would re- 
quire the Interior Department to file such rates that would increase 
by 20 percent or any other rate? 

Mr. Tucerte. Nothing whatever. 

Mr. Harris. As a matter of fact, how are the rates under present 
procedure, that is, since Alaska was a Territory, agreed to? 
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Mr. Tucetx. There has been no jurisdiction over the rates of the 
Alaska Railroad at all. There is none now. 

Mr. Harris. And the Interior fixes its own rates? 

Mr. Tucete. Yes, sir. 

Mr. Harris. That is all, Mr. Chairman. 

Mr. Tucetr. I might add this by way of explanation. I believe 
the newspaper articles have been on the theory of making the base 
of valuation of the Alaska Railroad every dollar that has been ex- 

nded on it since it was first authorized about 1912, which would 
capitalize operating deficits over a number of years, although I un- 
derstand it has been operating at a profit in recent years, and it would 
capitalize all of the activities of the railroad and its capital expendi- 
tures that are designed primarily or even solely for defense purposes. 

It seems to us that they should be segregated from the portion of 
the railroad’s properties and operating expenses that are related to 
commercial traffic, and the portion of it that was used for commercial 
traffic would be the ratemaking base. 

Mr. Busn. Would the gentleman yield? 

Mr. Harris. I am through. 

Mr. Busu. If I understand Mr. Harris’ questions, the Department 
of the Interior owns and operates the Alaska Railroad. 

Mr. Tueeie. Yes, sir. 

Mr. Harris. There are no stockowners of any kind on the outside. 
It is all within the Department and wholly owned within the Depart- 
ment, of the Interior ; is that correct ? 

Mr. Tuaetx. That is correct. 

Mr. Witurams. Mr. Derounian ? 

Mr. DerountAn. No questions. 

Mr. Harris. Mr. Chairman, would you yield to me? 

Mr. Wiu1AMs. Surely. 

Mr. Harris. In connection with this, I think it would be appro- 

riate to call to the attention of the committee and for the record 

ere a provision in a report of this subcommittee which was filed with 
the Congress January 27, 1948, by Mr. Wolverton, who was chairman 
of the committee in the 80th Congress, on this very subject. 

I think it would be appropriate to observe now what this committee 
said back in 1948. 

On page 27 of the report, it says: 

Inasmuch as the railroad must be improved for defense purposes, however, 
even though it is not clearly evident that there is any compelling reason for the 
improvement otherwise, a policy ought to be established that commercial traffic 
should not have to sustain the rate levels necessary to meet the expenses 
occasioned by the bringing of the railroad plant to a higher standard for military 
needs, and the offering of year-round uninterrupted service. The converse 
partially has been the fact, for though there has been no important change in 
rate schedules since 1937, the War Department since 1943 has been allowed a 
12\%4-perecent discount from the published tariffs, and when Whittier was closed 
by snow, received the same tariff from Seward to Anchorage, 114 miles, as from 
Whittier to Anchorage, 62 miles, the latter with practically no grade. 

I think you can see the committee was concerned about this even 
more than 10 years ago. 

Mr. Tucete. Let me add this, Mr. Chairman. 
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The railroad, in fixing its rates now considers depreciation. That 
is a factor in the rates they charge. It pays no taxes whatever. 
Consequently, it doesn’t seem that we should take into account taxes 
that are not paid and the Congress has never required it to earn any 
interest on its investment, either the total investment or as a segre- 

gated investment. 

There is nothing in the law that we see that would require us to 
consider a profit for the railroad in fixing rates in its defense actiyj- 
ties—either as to capital outlays or ope ating expenses. 

Mr. Wiu11aMs. Mr. Tuggle, the Alaska Railroad begins and ends 
in Alaska; does it not? 

Mr. Tuaeie. Yes, sir. 

Mr. Witi1ams. All of its mile: age is within one State? 

Mr. Tueete. Yes, sir. 

Mr. Wit.iaMs. Therefore, this is purely an intrastate operation; 
is it not? 

Mr. Tuecie. Yes, sir. 

I mean it is located entirely within a State, but the traffic it 
hauls 

Mr. Wii11ams. I understand that. It is purely and simply and 
solely an intrastate railroad ? 

Mr. Tuecxe. In its physical location, but in the hauling of traffic 
it is an interstate railroad. 

Mr. Wiis. Every railroad, with respect to the hauling of inter- 
state traffic, is an interstate railroad; is it not? 

Mr. Tvaerr. That is right. 

Mr. Wiiuiams. Does the ICC presently exercise jurisdiction over 
purely intrastate railroads in the United States? 

Mr. Tucere. If they are hauling freight in interstate commerce; 
yes. 

Mr. WiutAms. Then you take jurisdiction over the freight and 
not over the railroad ? 

Mr. Tucerx. That is right. 

If they are hauling any part of their traffic in interstate commerce, 
that gives us jurisdiction under our safety laws, for example. 

Mr. Derountan. Is that not somewhat akin to the Long Island Rail- 
road, which is completely within the State of New Y ork, but hauls in- 
terstate freight, and that is how the ICC had jurisdiction ? 

Mr. Tuceie. That issomewhat comparable. 

Mr. Wiu1aMs. Is it the purpose of the Commission to ask for 
authority to regulate intrastate motor transportation within Alaska! 

Mr. TueaLe. ‘No, sir. 

Mr. Witu1aMs. Then, as I understand it, the request of the Commis- 
sion for this authority parallels and does not exceed the authority 
which the Commission exercises with respect to motor transportation 
within the continental limits of the United States ? 

Mr. Tucertr. That is exactly right. 

Mr. Wu1as. It is not an extension of authority to cover a situa- 
tion peculiar to the new State of Alaska, but is exactly in line with 
the authority you exercise in the other States? 
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Mr. Tucetr. Exactly, except as relates to the railroad, the bill does 
not give us authority over extensions and abandonments, or the issu- 
ance of securities, or things like that. 

Mr. Wiu1aMs. Then “everything the Commission has asked for 
in this bill has a precedent 1 in present law ? 

Mr. Tucete. Yes, sir. 

Mr. WILLIAMS. Any other questions ? 

Mr. Frriepevt. Even to the extent of the ocean water carriers ? 

Mr. Tucetx. It is the same authority, yes, sir, that we have now 
concerning all the present 48 States. 

Actually, there is no difference as to water carriage between the 
port of P ‘hiladelphia on the Atlantic coast, say, and Boston on the 
same coast, and between one of the Alaskan ports on the coast of 
Alaska. They are allon USS. coasts. 

Mr. FRIEDEL. In coming from Japan to Alaska, you would not have 
the jurisdiction then ¢ 

Mr. Tuceir. No; that is not under us. 

Mr. Witu1ams. However, from Alaska to Seattle you would have? 

Mr. Tucetr. We would have; yes, sir. 

Mr. Frrevext. That is all, Mr. ve hairman. 

Mr. Witut1aMs. Mr. Jarman ? 

Mr. Jarman. [have no questions. 

Mr. Witui1ams. The committee is going to have to adjourn because 
of an executive session scheduled for the full committee at 11 o’clock 
and it is 2 or 3 minutes after now. 

There appear to be no further questions, Mr. Tuggle, and thank you 
very muc ‘+h for your testimony. 

Mr. Tucerr. Thank you, sir. 

(Attachments to Mr. - uggle’s prepared statement follow :) 


APPENDIX TABLE 1 


Waterborne freight to and from Alaska, years 1951-57 








[Tons] 
1951 | 1952 1953 1954 1955 1956 | 1957 
DRY CARGO SHIPS 

North Atlantic to Alaska 7, 357 aoe ; ee Ls cccnnitietR ately meres ale ncme ae 
California to Alaska _| 38,291) 51,677) 33,707| 33,848; 36,600) 30,020) 30,215 
Pacifie Northwest to Alaska -| 657,541) 451,285) 439,822) 363,527) 355,188) 358,989| 274, 679 
Gulf to Alaska oe 5 . 4,189)___. . hts 
Alaska to Alaska 6, 967 1,917 1, 020 714 708|____ 
Alaska to California ‘ait 8, 614 5, 385 1, 508 1, 129 2, 020 4, 463 6, 127 
Alaska to Pacific Northwest__-. 152,668) 145,333 111,869) 119,757 93,631; 109,310 90, 809 

Total dry cargo ships_........__- 871,438) 655,597) 587,926 518,975) 492,336, 502,782) 401, 830 

Percent of total J : 62. 66 53. 33 55. 81 46.17 42. 29 38. 15 36. 60 

TANKER SHIPS | 

Gulf to Alaska . : i nd F Sh Wise one 
California to Alaska 506,909) 554,489) 448,165) 591,180, 659,461! 771, 5$ 7 679, 613 
Pacific Northwest to Alaska 12, 258 19, 187 17, 398 10,924} 12,361 9, 946 15, 425 
Alaska to California ; ‘ Die ue cai aps 3, 010 3 | 954 
Alaska to Pacific Northwest : 225 an 5 ; 109 an eae 
Alaska to Alaska se ia = . b5 . 6, 612 actu 

Total tanker ships 519,392 573.676, 465,563) 605,114) 671,934) 814, 9x0! 695, 992 

Percent of total an - 37. 34 46. 67 44.19 53. 83 57.7 61. 85 63. 40 


Total dry cargo and tanker ships_/|1, 390, 830/1, 29,2 273) 1, 053, 489) 1, 124, 089)1, 164, 2701, 317, 762) 1, 097, 822 


»UIl, See 





Source: Federal Maritime Board. 
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112 ALASKAN INTERSTATE COMMERCE 


APPENDIX TABLE 3 


ACT 


The Alaska Railroad—Rail line revenue freight traffic, years 1954-58 








1954 1955 1956 1957 1958 
8S. Army freight carloads: 
Products of agriculture: j 
RS aciarc 3 51 76 31 3 
Tons_- oe . 60 | 1, 720 | 2, 541 957 489 
Ton-miles- -_-- 6, 060 | 199, 309 | 210, 310 59, 839 45, 497 
Revenue----_- : $632.23 | $30, 065. 01 $42, 087. $14, 221. : $8, 202. 15 
Revenue per ton-mile--_- $0. 10433 | $0. 15085 $0. 20012 | $0. 23766 $0. 18225 
Revenue per ton__._. as $10. 54 | $17. 48 | $16. 56 | $14. 86 | $16. 96 
Animals and products: 7 
CR eget ak eminem caw 3 | eee 3 
Tons 7 = 26 | @ lebence 46 
co See 2, 372 | 6, 928 |...... 4, 256 
Revenue_ - sisi $594. 84 | $1, 205. 55 ae - $870. 22 | . 
Revenue per ton- mile_--- $0. 25078 | Paes SRT fo cs en 
Revenue per ton._..__--- $22. 88 | ONE SP 4c a. 5 ck x Oh. co 
Products of mines: | 
ae aa 9, 379 | 7, 629 | 5, 786 8, 867 | 10, 48] 
ee 554, 261 | 472, 715 399, 471 565, 157 | 675, 636 
Ton-miles_......-...----| 59, 640, 796 47, 406, 706 41, 138, 564 69, 936, 704 | 74, 520, 356 
CN Sn wichnveome $1, 715, 140. 82 |$1, 422, 220. 99 |$1, 199, 474. 67 |$1, 836, 261.57 | $2 241, 708, R8 
Revenue per ton-mile-_--- $0. 02876 $0. 03000 $0. 02916 $0. 02626 | $0. 03008 
Revenue per ton_...__--- $3. 09 | $3. 01 $3 $3. 25 $3. 32 
Products of forests: | 
et pinnae as 343 | 212 97 158 113 
FUE cinawaniancceweisiic 8, 136 | 4, 464 | 2, 317 4,314 | 2,713 
Ton-miles__.-_.-------- 2, 110, 122 1, 280, 637 364, 539 1, 137, 572 | 734, 336 
Revenue. --- ‘ $86, 919. 04 $86, 655. 75 $20, 416. 13 $57, 020.35 | $39, 199. 83 
Revenue per ton-mile___- $0. 04119 $0. 06766 $0. 05601 $0. 05012 $0. 05338 
Revenue per ton__-- $10. 68 $19. 41 $8. 81 $13. 22 $14. 45 
Manufactures and miscel- : 
laneous: 
SR RS eee | 9, 571 12, 436 11, 836 6, 279 5, 010 
RE iaoe tei ae 251, 458 335, 172 332, 418 162, 842 131, 935 
Ton-miles. _- eine 63, 981,736 | 89, 887,720 68, 745, 066 19, 439, 398 | 14, 703, 529 
Revenue... - |$4, 632, 151. 87 |$6, 648, 935. 14 ($5, 058, 171. 50 |$1, 821, 453.75 | $1, 620, 075.39 
Revenue per ton-mile-__-- $0. 07240 $0. 07397 | $0. 0735 58 $0. 09370 $0. 11018 
Revenue per ton__..- $18. 42 | $19. 84 | $15. 22 | $11. 19 | $12. 28 
Class A freight (mixed car- 
loads in 1958): 
Mo cana 2, 824 1, 275 | 948 862 | 540 
DR os cnnmsueuie ' 55, 956 24, 484 | 19, 923 | 15, 378 | 9, 312 
Ton-miles__.....------- 10, 382,008 | 3,921,229} 3, 202, 587 2, 303, 722 | 1, 362, 741 
Revenue... _. ---|$1, 364, 655.65 | $613,079.07 | $490,538.16 | $409, 479. 78 $290, 947. 27 
Revenue per ton- mile. $0. 13144 $0. 15635 $0. 15317 $0. 17775 $0. 21350 
Revenue per ton______-- $24. 39 | $25. 04 | $24. 62 | $26. 63 $31, 24 
Total, U.S. Army freight: | 
Cars......- ra ais 22, 123 21, 605 | 18, 743 | 16, 200 | 16, 167 
ee hn eel 869, 897 | 838, 629 | 756, 670 | 748, 694 | 820, 085 
Ton-miles. __- silanated 136, 123,094 | 142,702,529 | 113,661,066 | 92,881, 491 91, 366, 459 
Revenue. : .- |$7, 800, 094. 45 |$8, 802, 161. 51 |$6, 810, 688. 04 |$4, 139, 306. 94 | $4, 200, 223. 52 
Revenue per ton-mile_. $0. 05730 $0. 06168 | $0. 05992 $0. 04457 | $0. 04597 
Revenue per ton__...--- $8. 97 $10. 50 | $9 | $5. 53 | $5. 12 
Commercial freight carloads: 
Products of agriculture: | | | | 
icant wn 322 | 265 321 | 212 | 154 
as bammne 6, 283 5, 075 6, 225 | 4, 180 | 3, 493 
Ton-miles_ ____- sale 1, 248, 099 | 813, 878 | 1, 089, 811 626, 191 716, 913 
Revenue__- ; $94, 014. 76 $65, 835. 07 $95, 121. 32 $69, 751. 86 $58, 056. 71 
Revenue per ton-mile_- $0. 07533 | $0. 08089 $0. 08728 $0. 11139 $0. 08098 
Revenue per ton__.__--- $14. 96 | $12. 97 | $15. 28 $16. 69 $16. 62 
Animals and products: 
RA cue iaanmen 56 | 42 | 43 70 | 32 
Tons_- Cleiesn an anteis 846 613 | 378 809 
MIO, So. cc ecw oicce 147, 842 | 46, 132 | 67, 188 88, 467 5 
Revenue. ---| $19, 140. 10 $8,584.12 | $9,454.50 | $13,776. 21 $6, 43. 58 
Revenue pe r ton-mile__. $0. 12946 | $0. 18608 | $0. 14072 $0. 15572 $0. 12612 
Revenue per ton__.__-- | $22. 62 | $14 | $25. 01 $17. 03 $28. 69 
Products of mines: | 
Cars... bine 4,076 | 3, 526 | 4,052 | 3, 092 2, 815 
Tons. __- wintiausiatecacs 214, 682 | 203, 537 | 224, 218 183, 822 179, 6382 
Ton-miles__- pease 27, 842,281 | 21,126,022 | 22,481,370 19, 569, 830 19, 360, 678 
Revenue... .--| $801, 836.95 $640,956.97 | $781, 849. 91 $597, 690. 99 $504, 184. 03 
Revenue per ton- mile. $0. <7 0 | $0. 03034 | $0. 03478 $0. 03054 $0. 03069 
Revenue per ton_-__.___- : $3.15 ! $3. 49 ! $3. 25 | $3. 31 


See footnotes at end of table, p. 114. 


The 


Com 
ca 


Tota 
I 


8Y 
97 
26 
96 


81 
36 
56 
08 
13 
13 


36 


38 


10 


15 
32 
78 
03 
69 
3! 


ALASKAN INTERSTATE COMMERCE ACT 


The Alaska Railroad—Rail line revenue freig] 





113 


vt traffic, years 1954-58—Continued 





1954 1955 1956 1957 | 1958 
Commercial freight | 
earloads—-Continued 
Products of forests: | 
= aaa iad 1, 434 | 802 | 942 oon | ad 
| nS giaedala aoe 507 22, 347 | 25, 095 25, 460 18, 212 
Ton-miles - - - 9, 398, 873 | 4, 929, 432 | 6, 261, 404 | 5, 852. 965 | 2 ent sen 
Revenue $374, 850.85 | $203,075.47 | $308,729.01 | , O84, 


Revenue per ton-mile 
Revenue per ton 
Manufactures and 
Janeous: 
Cars : 
TO san fate ‘oops 
Ton-miles - _---- 
Revenue : ; 
Revenue per ton-mile 
Revenue per ton 
Forwarder traffic: 
Cars... 
Tons. - 
Ton-miles - - - 
Revenue. -. ’ 
Revenue per ton-mile 
Revenue per ton 
Total commercial freight 
Cars... 
Tons_.- ‘i 
Ton-miles. - -.- pitta 
Revenue asd 
Revenue per ton-mile 
Revenue per ton aisha 
Total, all freight carloads: 
Products of agriculture: 
Cars 
Tons 
Ton-miles. -- 
Revenue 
Revenue per ton-mile 
Revenue per ton 
Animals and products: 
Cars ‘ 
Tons 
Ton-miles 
Revenue 
Revenue per ton-mile 
Revenue per ton 
Products of mines 
Cars 
Tons 
Ton-miles____--- 
Revenue 
Revenue per ton-mile 
Revenue per ton 
Products of forests: 


miscel- 


Cars 

Tons 
Ton-miles___ 
Revenue 


Revenue per ton-mile. 
Revenue per ton 


Manufactures and miscel- 
laneous: 

Cars 

Tons 

Ton-miles__ 

Revenue 


Revenue per ton-mile 
Revenue per ton 
Class A, Army: 
Cars 
Tons. 
Ton-miles __ 
Revenue 4 
Revenue per ton-mile.. 
Revenue per ton 
Grand total, all 
revenue freight: 
Cars. : 
Tons +o 
Ton-miles___ 
Revenue _ _- - 
Revenue per ton-mile 
Revenue per ton 


carload | 


$0. 03988 
$9. 49 


12, 838 

389, 616 

79, 664. 140 
$5, 127, 235. 61 
$0. 06436 

$13. 16 


18, 726 

650, 934 

118, 301, 235 
$6, 417, 078. 27 
$0. 05424 

$9. 86 


325 

6, 343 

1, 254, 159 
$94, 646. 99 
$0. 07547 


$14. 92 


59 

872 

150, 214 
$19, 734. 94 
$0. 13138 
$22. 63 


13, 455 | 

768, 943 | 
87, 483, 077 
$2, 516, 977. 77 
$0. 02877 
$3. 27 


47, 643 

11, 508, 995 | 
$461, 769. 89 
$0. 04012 
$9. 69 


22, 409 
641, 074 
143, 645, 876 
$9,759,387.48 
$0. 06794 
$15. 22 i 


2, 824 
55, 956 
10, 382, 008 

$1, 364, 655. 65 
$0. 13144 

$24. 39 





40, 849 


$0. 05588 
$9. 35 | 


See footnotes at end of table, p. 114. 





$0. 04120 
$9. 09 


71, 871, 365 

$4, 708, 466. 45 
$0. 06551 

$13. 15 


142 
1, 940 


14, 316 | 
357, 964 | 


716, 056 | 


$0. 08204 
$30. 28 


--| $58, 748. 42 | 


19, 093 | 


591, 476 
99, 502, 885 


|$5, 685, 666. 50 


$0. 05714 


| $9. 61 


316 

6, 795 

1, 013, 187 
$95, 900. 08 
$0. 09465 
$14. 11 


4 

687 

53, 060 
$9, 789. 67 
$0. 18450 
$14. 25 


11,155 

676, 252 

68, 532, 728 
$2, 063, 177. 96 
$0. 03010 

$3. 05 


1,014 

26, 811 

6, 210, 069 
$289, 731. 22 
$0. 04666 


$10. 81 | 


26, 752 

693, 136 

161, 759, 085 
$11,357,401.59 
$0. 07021 

$16. 39 


1,417 

26, 424 

4, 637, 285 
$671, 827. 49 
$0. 14487 
$25. 42 


40, 698 

1, 430, 105 
242, 205, 414 
$14,487,828.01 
$0. 05982 

$10. 13 


$0. 04931 
$12. 30 


14, 985 

402, 328 | 

81, 098, 624 | 
$5, 205, 201. 59 
$0. 06418 
$12. 94 


1, 037 

14, 524 

3, 685, 259 
$255, 027. 14 
$0. 06920 
$17. 56 


21, 380 

672, 768 

114, 683, 656 
$6, 655, 383. 47 
$0. 05803 

$9. 89 


397 

8, 766 

1, 300, 121 
$137, 208. 90 
$0. 10553 
$15. 65 


43 

378 

67, 188 
$9, 454. 50 
$0. 14072 
$25. 01 


9, R38 

623, 689 

63, 619, 934 
$1, 981, 324. 58 
$0. 03114 

$3. 18 


1, 039 

27, 412 

6, 625, 943 
$329, 145. 14 
$0. 04968 
$12. 01 


26, 821 

734, 746 

149, 843, 690 
$10,263,373.09 
$0. 06849 

$13. 97 


1, 985 | 
34, 447 
6, 887, 846 
$745, 565. 30 
$0. 10824 
$21. 64 


40, 123 
1, 429, 438 
228, 344, 722 
$13,466,071.51 
$0. 05897 

$9. 42 | 





$329, 130. 02 
$0. 05623 
$12. 93 


13, 576 

400, 034 

80, 486, 399 
$5, 145, 765. 65 | 
$0. 06393 

$12. 86 


3,019 

39, 664 

10, 346, 451 
$704, 658. 04 
$0. 06811 
$17. 77 


20, 889 

653, 969 

116, 970, 303 
$6, 860, 772. 77 
$0. 05865 

$10. 49 


243 

5, 137 

686, 030 
$83, 973. 13 
$0. 12240 
$16. 35 


$14, 646. 43 
$0. 15796 
$17. 13 


11, 959 

748, 979 

89, 506, 534 | 
$2, 433, 952. 56 
$0. 02719 
$3. 25 


1, O78 

29, 774 

6, 990, 537 

$386, 150. 37 

$0. 05524 
$12. 97 | 


19, 855 
562, 876 | 
99, 925, 797 | 
$6,967,219.40 | 
$0. 06972 | 
$12. 38 


3, 881 | 
55, 042 
12, 650, 173 
$1, 114, 137. 82 
$0. 08807 
$20. 24 


37, 089 | 

1, 402, 663 | 
209, 851, 794 
$11,000,079.71 
$0. 05242 

$7. 84 | 


$217, 722. 66 
$0. 05909 
$11. 95 


11, 306 

350, 784 

68, 018, 667 
$4, 310, 059. 03 
$0. 06337 

$12. 29 


3, 135 

40, 597 

9, 762, 952 
$651, 394. 32 
$0. 06672 
$16. 05 


18, 058 

592, 960 

101, 598, 625 
$5, 838, 360. 33 
$0. 05746 

$9. 85 


177 

3, 982 

762, 410 
$66, 348. 86 
$0. 08703 
$16. 66 


32 

242 

55, 053 
$6, 943. 58 
$0. 12613 
28. 69 


13, 296 

855, 268 

93, 881, 034 
$2, 835, 892. 91 
$0. 03021 

$3. 32 


729 

20, 925 
4.418, 698 
$256, 922. 49 
$0. 05814 
$12. 28 


16, 316 
482,719 

82, 722, 196 
$5,930, 134.42 
$0. 07169 
$12. 28 


3, 675 

49, 909 

11, 125. 693 
$942, 341. 59 
$0. 08470 
$18. 88 


34, 225 

1, 413, 045 

192, 965, 084 
$10,038,583.85 
$0. 05202 

7.10 
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The Alaska Railroad—Rail line revenue freight traffic, years 1954-58—Continued 






1954 1955 | 1956 1957 1958 
a ba ae Re eg ae a 
| 

All less than ecarload freight: | 
Tons aS Sa 75, 922 49,193 43, 830 40, 501 | 34, 483 
Ton-miles oy 12, 828, 226 8, 509, 580 | 8, 271, 389 8, 051, 334 6, 389, 88] 
Revenue jake $1, 560, 702. 36 |$1, 084, 144. 60 |$1, 440, 724. 48 |$1, 417, 469.83 | $1, 229, 6a9 74 
Revenue per ton-mile_____- $0. 12166 $0. 12740 | $0. 17418 $0. 1760: $0. 19244 
Revenue per ton ____- : $20. 56 | $22. 04 | $32. 87 $35. 00 $35. 66 

Total carload and less than car- 

load: | 

Tons_. | 1, 479, 298 1, 473, 268 1, 443, 164 1, 447, 598 
Ton-miles 250, 714, 994 236, 616, 111 217, 903, 128 199, 354, 965 
Revenue ‘ E $15,571,972.61 |$14,906,795.99 |$12,417,549.54 |$11, 268, 253 5 
Revenue per ton-mile : $0. 05904 | $0. 06211 | $0. 06300 $0. 05699 
Revenue per ton ; $9. 88 | $10. 53 $10. 12 $3. 60 

Nonrevenue freight traffic: | | 
Carload tons . 121, 113 117, 206 105, 072 112, 868 124, 007 
Carload ton-miles 14, 200, 122 | 13, 237, 687 11, 573, 069 13, 816, 066 14, 745, 246 
Less than carload tons 7, 467 &, O83 6, 187 | 3, 022 1, 706 
Less than carload ton-miles 883, 556 08, 448 726, 677 428, 672 284, 069 
Total all tons Be 3 128, 580 125, 289 | 111, 259 115, 890 125, 803 
Total all ton-miles 15, 083, 678 14, 146, 135 12, 209, 746 14, 244, 738 15, 029, 315 


Source: U.S. Department of the Interior, the Alaska Railroad reports. 


APPENDIx D 


The Alaska Railroad—Rail line carload revenue freight traffic by commodity 
groups as percents of total commercial freight revenue tons, 1954-58 


[Percent] 


Item | 1954 | 1955 | 1956 1957 1958 

= ss | - 
Products of agriculture. Ne et ase 1.0 | 0.9 0.9 0. ¢ 0.6 

Animals and products 28> 3 -  cmnediadad Seow" AT 1] * 1 1 

Products of mines_- : : oat 33.0 34.4 33.3 8. | 30.3 
Products of forests = - 6.1 | 3.8 3.7 3.9 | 3.1 
Manufactures and miscellaneous. a 59.8 | 60.5 59.8 | 61.2 59,2 
a ees cMaccreie bccksathia’ 3 | 2.2 6.1 6.8 
aos ; ate se aes 100.0 | 100.0 | 100. 0 100. 0 100.0 


1 Less than one-half of 1 percent. 


The Alaska Railroad—Rail line carload revenue by commodity groups as percents 
of total revenue from commercial traffic, 1954-58 








[Percent] 
| , . | | 4 aie 
Item 1954 1955 1956 1957 | = 1958 

| — ail 

| | 
Products of agriculture_-_-_.....---- ok caida Sites 1.5 1.2 | 1,4 | 1.0 1.0 
Animals and products set i al 3 at 2 | 2 | 1 
Products of mines_-_-_- So ok as eae cas y 12.5 11.3 | 11.8 | 8.7 10.2 
Products of forests........ = hlidilivincennn aaa z 5.8 | 3.6 | 4.6 | 4.8 | a7 
Manufactures and miscellaneous. -_._........-._--- 79.9 32.8 78. 2 75.0 | 73.8 
MN cs ee cts ce tee | eek ee 1.0 3.8 10.3 | 11.2 
peneaaageti meat fetal |___ 
TI ine lteatls dee. ons ce een tab aad heel 100. 0 | 100. 0 | 100. 0 100.0 | 100.0 





Source: Department of the Interior, Reports of the Alaska Railroad. 


Mr. Wuu1amMs. The committee will stand adjourned until 10 o'clock 
tomorrow morning. 
(Thereupon, at 11:05 a.m., the committee recessed, to reconvene at 


10 a.m., Thursday, July 23, 1959.) 
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ALASKAN INTERSTATE COMMERCE ACT 


THURSDAY, JULY 23, 1959 


Hovust or REPRESENTATIVES, 
SuBcOMMITTEE ON TRANSPORTATION AND AERONAUTICS, 
OF THE COMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D. C. 

The subcommittee met at 10 a.m., pursuant to recess, in room 1333, 
New House Office Building, Hon. Oren Harris (chairman of the full 
committee) presiding. 

Mr. Harris. Let the committee come to order. 

As we resume hearings on H.R. 6244, amending the Interstate 
Commerce Act with reference to transportation in and out of Alaska, 
we observe there are several witnesses to be heard and it is the desire 
and certainly the hope of the subcommittee that we can conclude these 
hearings this morning and give everyone who appears an opportunity 
to be heard. 

We observe the presence of the Under Secretary of Commerce for 
Transportation, our former colleague and friend, the Honorable John 
J. Allen. 

John, we welcome you to this committee. As a matter of fact, we 
have been looking forward to getting you before us for some time 
and letting you see how it fee ls on the other end of the horn around 
here. 


STATEMENT OF HON. JOHN J. ALLEN, UNDER SECRETARY FOR 
TRANSPORTATION, DEPARTMENT OF COMMERCE 


Mr. Auten. Thank you, Mr. Chairman. 

Mr. Harris. It is nice to have you with us. 

Mr. Atten. Thank you. It is nice to be here. 

Shall I proceed, Mr. Chairman ? 

Mr. Harris. Yes; you may proceed. 

Mr. Auten. Mr. Chairman and members of the committee, I appre- 
ciate this opportunity to present the views of the Department of Com- 
merce with ai to H.R. 6244, a bill to amend the Interstate Com- 
merce Act with respect to the regulation of transportation in inter- 
state and foreign commerce to, from, and between points in Alaska. 

Title I of the bill would provide grandfather mghts for certain 
motor motor carriers and freight forwarders operating in interstate 
or foreign commece within Al: iska and between Alaska and the other 
States of the United States, and for certain water carriers operating 
within Alaska. Carriers engaged i in business on or before August 26, 
1958, and making ‘ application prior to July 1, 1959, would have ; erand- 
father rights. 
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This Department does not object, of course, to the granting of 
grandfather rights to these carriers. Howev er, if title T should be 
enacted i in its present form, the language referring to transportation 
In interstate commerce w ithin Alaska could be construed as embrae- 
ing transportation over and above that subject to the practices and 
procedures now followed with respect to the other States. 

It may be that many of the carriers in Alaska are not now sub- 
ject to any regulation, but this is a matter which should be left to 
the wisdom of the State. 

Among the legislative items considered and approved by the first 
legislature i is a provision for a new public services commission, In 
view of the interest of the State, it is our view that both interstate and 
intrastate regulation in Alaska should follow the same prac tices and 
standards applic ‘able in the other States. In view of this, special legis. 
lation would not appear to be necessary. 

In connection with the regulation of freight forwarders, I wish to 
call your attention to the fact. th: at the Federal Maritime Board now 
has before it a proceeding, docket 815, Common Carriers by Water— 
Status of Express Companies, Trucklines and Other Nonvessel Car- 
riers. 

This proceeding will test the legality of the right of any person to 
file tariffs with the Federal Maritime Board when they do not operate 
as a water carrier. This, of course, will decide this issue on a strictly 
administrative basis. 

Title IT would amend the Alaska Railroad Act so as to provide that, 
effective 180 days after the enactment of the proposed amendment, 
the Alaska Railroad would become subject to the provisions of part 
I of the Interstate Commerce Act, and related acts, including acts 
relating to the safety of operation by railroads and the Transporta- 
tion of E xplosives Act, except that approval of the Interstate Com- 
merce Commission would not be required for extension of lines or for 
the issuance of securities. 

The Alaska Railroad is a transportation activity subject to the 
jurisdiction of the Office of Territories, a division in the Department 
of the Interior. 

The railroad has not been and is not now a profitable operation. It 
would undoubtedly show consistent annual losses if its accounts were 
kept on the same basis as other railroads. 

In 1955 the product pipelines from Haines to Fairbanks, Alaska, 
diverted practically all of the petroleum products traffic from the 1 ‘ail- 
road, which further depleted its revenues. 

The majority of the traffic on the Alaska Railroad is Government 
sponsored. Section 22 of the Interstate Commerce Act, authorizing 
the granting of free or reduced rates to the Government, would be 
invoked. This, of cour se, would preclude the exercise of the authority 
of the Interstate Commerce Commission to prevent unnecessary rate 
cutting between the Alaska Railroad and competitive motor ¢ ATTIerS. 

In view of the prospects for enhancing the earnings of the railroad, 
it appears quite doubtful that Federal regul: ation of this carrier would 
improve its present finance ial condition or that of the motor carriers 
competing with the railroad. Certainly the regulation of the Alaska 
Railroad would not improve its position to regain traffic lost to the 
pipeline and toc ompetitive motor carriers. 
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Extension of railroad safety regulations to the railroad appears to 
be unnecessary. It presently has excellent standards of safety. Asa 
federally owned property, it is subject to the same safety standards as 
other installations, which may be at least equal to the standards pre- 
scribed by the Commission. 

Title [11 would, in brief, transfer from the Federal Maritime Board 
to the Interstate Commerce Commission jurisdiction over regular- 
route water common carriers operating in interstate commerce be- 
tween ports in Alaska and other U.S. ports, and between ports in 
Alaska over the high seas. 

The bill would also vest the Commission with jurisdiction over 
contract carriers and irregular-route common carriers by water operat- 
ing between these ports. Both common and contract carriers would 
be required to obtain certificates of convenience and _ necessity or 
permits in order to continue to operate. However, grandfather rights 
would be provided for the protection of carriers and persons operating 
on aspecified date. et 

In effecting transfer of jurisdiction from the Federal Maritime 
Board, title III would repeal, among other things, the provisions of 
section 27(b) of the act of July 7, 1958 (72 Stat. 339), known as the 
Alaska Statehood Act, reserving to the Federal Maritime Board the 
exclusive jurisdiction previously conferred on it over common car- 
riers engaged in transportation by water between any port in the 
State of Alaska and other ports in the United States, its territories 
or possessions. 

This Department and the Federal Maritime Board were responsible 
for incorporation of the provisions of section 27(b) in order that the 
jurisdiction of the Federal Maritime Board over transportation by 
water between Alaska and other States might be continued after 
Alaska obtained statehood. 

This action was based on the belief that the problems and practices 
in ocean transportation between the United States and Alaska were 
similar to those of the oversea trade, and that the development of 
Alaska depended on such transportation to a greater extent than the 
geographically contiguous States of the Union. 

It was also based on the belief that the problems of shipping serv- 
ices and of defense requirements in connection with Alaska could be 
met with greater flexibility under the jurisdiction of the Federal 
Maritime Board than under the Interstate Commerce Act applicable 
to interstate commerce. 

This Department pointed out that Alaska was still in an era of 
development, and that water transportation, which constituted the 
one indispensable link in the conduct of trade between Alaska and 
the United States proper, was likewise in a process of development. 
The Department also pointed out that the theory underlying the is- 
suance of certificates of public convenience and necessity would have 
a retarding influence on the development and expansion of water 
transportation to and from Alaska. 

_There has not been any change in conditions and circumstances 
since this action was taken which would justify transferring juris- 
diction from the Federal Maritime Board as proposed by title ITT. 
This Department is, therefore, opposed to such provision of the bill. 

The Department is also opposed to those provisions of title III 
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which would subject to Commission regulation contract carriers and 
irregular-route common carriers by water operating between these 
ports. It believes that such regulation would result in depriving 
the carriers of the flexibility necessary to establish and extend services 
to meet the needs of commerce as the economy of the new State 
develops. ; 

The Department has for some years raised serious question as to 
the need for additional detailed regulation of the transport industry, 

We have appeared before this committee in support of the 1955 
report of the Presidential Advisory Committee on Transport Policy 
and Organization which would relax controls over ratemaking. We 
have fought for a greater freedom for carrier initiative in the making 
of rates and in the provision of service. 

At the present time we are, at the direction of the President, en- 
gaged in additional analysis of transportation policy. One of our 
major projects is a reexamination of the control of entry provisions 
in relation to the Nation’s need for transportation. 

In addition to our concern with such general transport problems 
as control of entry, the Department has been charged by the President 
to review the major problems of the shipping industry. 

Pursuant to this directive of the President, this Department is now 
engaged in studies which will be of assistance in formulating legisla- 
tion which may be needed to adapt present regulatory policies and 
procedures to the peculiar conditions in Alaska and to meet the trans- 
portation needs of the State. Pending the completion of this study 
and the others which are being conducted, this Department does not 
believe that legislation of the nature now before your committee 
should be enacted. 

I have pointed out the necessity of binding the State of Alaska 
tightly to the other 48 States. Because of this need we should take 
such action as is necessary to assure that the transportation agencies 
are geared to provide the best and the cheapest transportation avail- 
able. To do this, it would be necessary to require that through routes 
and joint rates be established between points and places in the United 
States on the one hand and on the other, points and places in Alaska. 

This would require the various modes of transportation in the 48 
States to establish through routes and joint rates in conjunction with 
water carriers and air carriers operating between the 48 States and 
Alaska and thence in conjunction with carriers operating in the State 
of Alaska. 

It also appears that legislation would be required authorizing and 
requiring the establishment of joint boards to maintain coordination 
and cooperation in the national interest. of the various forms of 
transportation. Many of the problems arising out of the regulation 
of carriers partly under Interstate Commerce Commission and partly 
under Federal Maritime Board jurisdiction can perhaps be resolved 
by the use of joint boards composed of representatives from the Com- 
mission and the Board. 

The use of a joint board, composed of members designated by the 
Civil Aeronautics Board and the Interstate Commerce Commission, 
is presently provided for in the Civil Aeronautics Act, recently en- 
acted as section 1003 of the Federal Aviation Act of 1958—Publie 
Law 85-726, 72 Statutes 791. 
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In summary, we believe that “grandfather” rights can be extended 
to motor carriers, certain water carriers, and freight forwarders un- 
der existing authority of the Commission, or by a simpler form of 
congressional authorization. We do not see that anything will be ac- 
complished by placing the Alaska Railroad under the jurisdiction 
of the Commission because of its marginal financing status and its 
dependence on Government traffic, already exempted from regulation 
by section 22 of the act. We do not believe that there has been any 
change in conditions and circumstances since enactment of the Alaska 
Statehood Act which would justify transferring from the Federal 
Maritime Board the jurisdiction which it has over transportation by 
water between ports in the State of Alaska and other ports in the 
United States, its territories and possessions. Finally, we believe 
that consideration should be given to the establishment of a joint 
board between the Commission and the Federal Maritime Board. 

For these reasons, this Department recommends against the en- 
actment of H.R. 6244. 

Mr. Harris. Does that complete your statement ? 

Mr. Auten. Yes; it does. 

Mr. Harris. Mr. Friedel, do you have any questions ? 

Mr. Friepev. No, Mr. Chairman. I have the statement of Mr. Paul 
Hall of the Seafarers International Union addressed to you, and I 
ask that his statement be inserted in the record. It is practically the 
same statement that he made before the Senate committee. 

Mr. Harris. I think authority yesterday was given for its inclu- 
sion in the record at the appropriate place. 

Mr. Friepev. Mr. ‘Tuggle wanted to see this so he could answer it, 
but I want to say it is similar to the statement that he made before 
the Senate committee. 

Mr. Harris. Very well, let it be included in the record as was au- 
thorized yesterday. 

Mr. Bush ? 

Mr. Busu. Mr. Allen, you say the railroad in Alaska is not now a 
profitable operation nor has it been in the past. 

I believe we had some testimony yesterday where at the present time 
it is making a profit. I want to get the record straight on it if we can. 

Mr. AuLEN. I am informed that it is the viewpoint of the staff that 
prepared the statement for me that the accounting methods are such 
as to possibly produce that effect on paper. The accounting as to de- 
preciation, and a variety of items, is not the same as you would have 
in the case of railroads now under the jurisdiction of the Interstate 
Commerce Commission. I believe that if the same accounting were 
used, and if the same depreciation accounts and a variety of other 
situations were included, a contrary result would be arrived at. 

I can say, too, from personal observation, since I went up and 
looked at. the railroad in connection with some other congressional 
yyy and talked with the then manager at some length, that I 

ad the impression that the rates were fixed pretty much so that it 
would break even, the great bulk of the traffic being military traffic. 
It was almost a case of where you met the expense on the Government 
books. If the railroad showed a loss, it was an appropriation in the 
Interior budget. If it showed a profit, it meant that the Defense De- 
partment budget had been contributing a little more. 
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So, my opinion would be that this statement would be correct jf 
the Alaska Railroad and the other railroads had the same property 
accounts and the same type of bookkeeping. 

Mr. BusH. Do you say then that they have been getting some sub- 
sidies through the Defense Department appropriations ? 

Mr. Aten. You never could prove it, but that is my impression. 

Mr. Busu. The Interior Department operates this railroad, do they 
not ? 4 

Mr. ALLEN. Yes, sir. 

Mr. Busu. They do not lease it? 

Mr. Auten. Unless there has been a change in the last year or so, 
think not. It is an Interior Department property and operation. 

Mr. Bus. And operates from just one point to another within the 
State of Alaska ? 

Mr. Auten. It operates from Fairbanks to Anchorage and to Sew- 
ard. It may have some branches. 

Mr. Busu. That is all, Mr. Chairman. 

Mr. Harris. Mr. Secretary, the Department of Commerce hag 
no jurisdiction over the transportation problems in Alaska other than 
the maritime operation, is that correct ¢ 

Mr. Auten. I would think it has. 

The organic act of the Department says, I think in these words, 
that it is a function of the Department, or of the Secretary, to pro- 
mote, foster, and develop the transportation facilities of the Nation, 
The Secretary of Commerce serves as the principal adviser on trans- 
portation policies to the President of the United States. 

The organic act gives a very wide area of responsibility, which 
may not have been used too thoroughly in past years, but which has 
been receiving a rather great amount of attention this year. 

In the budget message, the President directed the Secretary of 
Commerce to make a study of the transportation facilities to deter- 
mine the emerging problems, to reevaluate the Federal role, and to 
recommend executive and legislative actions that might appear to be 
desirable. This is a pretty broad directive. 

I would say that the Secretary of Commerce and the Department of 
Commerce has a very primary function with regard to all forms of 
transportation in which the Nation has an interest. 

Mr. Harris. However, you do not have any jurisdictional au- 
thority over the operation of the Alaska Railroad ? 

Mr. Auten. No, sir; no proprietary type of interest. 

Mr. Harris. You do not have any jurisdiction or authority over 
the regulation or operation of the motor carriers? 

Mr. Auten. We have the Bureau of Public Roads and they would 
be somewhat at a loss without our services. 

Mr. Harrts. That is in the development of highways? 

Mr. Aten. Yes, sir. 

Mr. Harris. However, you do not have any authority over the regu- 
lation of motor carrier operations ? 

Mr. Auten. No regulatory authority. 

Mr. Harris. Or freight forwarder operations ? 

Mr. Atten. No, sir; except the general concern as to where they fit 
into the national transportation policy. 

Mr. Harrts. Yes. And you have no authority over the regulation of 
the air carriers ? 
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Mr. ALLEN. No, except once more this general authority, and a 
rather close cooperation with the Federal Aviation Agency growing 
out of the recent divorcement of the two agencies. 

Mr. Harris. I can appreciate this overall general authority that 
you speak of, which in my opinion has little bearing except on the 
general policy determinations which might be promoted. 

Asa matter of fact, you referred to the 1955 report of the President’s 
Advisory Committee on Transport Policy and Organization. I re- 
member something about that bill myself. 

We had very great difficulty in getting a clear explanation from 
the then Secretary of Commerce as to just what some of the provisions 
meant that you talked about relaxing as far as the carriers are con- 
cerned and we had hearings on that in which they came up to explain 
in August 1955, and then an attempt was made at it again in September 
1955, and then in many ways a complete about-face in hearings on the 
specific proposals in 1956. All of that I think proved to be highly ad- 
vantageous because ultimately we did come up with the act of 1958. 

I have been led to believe that all the sponsors of this legislation, 
which I introduced at the request of the Interstate Commerce Com- 
mission, sought to do here was to bring under regulation common 
carriers operating in the State of Alaska and between points of one 
State and the other as is now under the jurisdiction of the Commis- 
sion with respect to all other common carrier transportation, and you 
do not think, then, that Alaska, having become a part of the United 
States, ought to be treated in this respect like all the other 48 States of 
the Union ¢ 

Mr. Auten. One correction. I think there are 50 now, and that 
points up the situation. 

The transportation between Hawaii and the States is very similar to 
that between Alaska and the United States, except that Alaska 
potentially is connected by a land route through Canada. 

I would think that the language in the bill which generally sub- 
jected Alaska to the same laws that apply to the other States would 
be sufficient until some of the problems that are going to come out of 
the growth of Alaska have been determined by a further lapse of time. 

As I remember it, the language in that bill was sufficient to give the 
Interstate Commerce Commission the same authority over carriers 
in Alaska that it exercises over the carriers within the other States, 
except for this matter of transportation beween Alaska and the States 
by water, or Hawaii and the States by water. In my opinion jurisdic- 
tion over this transportation is presently better exercised by the Fed- 
eral Maritime Board. It might be even better exercised if there were 
some provision for a joint board, made up of members of the Board 
and the Commission. 

Mr. Harris. You mean the Interstate Commerce Commission ? 

Mr. ALLEN. Interstate Commerce Commission. 

Mr. Harris. Dual responsibility ? 

Mr. Aten. No; a single responsibility and a single board, but with 
members on it that understood the problems of the respective areas 
of transportation. I would doubt that the Interstate Commerce Com- 
mission knows as much about oceanborne traffic as the Federal Mari- 
time Board, or that the Federal Maritime Board knows as much about 
land traffic as the Interstate Commerce Commission. 





122 ALASKAN INTERSTATE COMMERCE ACT 


Mr. Harris. I think there might be something to what you say, 

On the other hand, you recognize that the Interstate Commerce 
Commission has jurisdiction over shipping from one port of the 
United States to another port in the United States, such as New York 
through the Panama Canal to, say, San Francisco. 

Mr. Atuen. That is true and it may be completely coincidental, 
but since they have had this jurisdiction the shipping under their 
jurisdiction has fallen to almost nothing, while offshore shipping has 
grown rather significantly. 

Mr. Harris. Do you think then that that part of the transportation 
should be transferred to the Maritime Board ¢ 

Mr. Auuen. I would think that had it been so, the development of 
it might have been promoted. That is a complete speculation because 
it did not happen, but I do think that it is virtually impossible to 
separate foreign and domestic ocean shipping as two separate entities 
for purposes of regulation. 

I think the problems are so similar, the equipment is so inter- 
changeable, ot a variety of other things are a matter of concern of 
one type of staff and organization, that ocean shipping would have 
been better off if it had been under one direction, promotion, and 
control. 

Mr. Harris. Anything further, gentlemen ¢ 

Thank you very much, Mr. Secretary. We did appreciate your 
coming here. ; 

Mr. Busx. You do not object to the Interstate Commerce Commis- 
sion having the same jurisdiction over the State of Alaska’s trans- 
portation, their own transportation, that they have in other States? 

Mr. Auten. On the contrary, I think they should have, most em- 
phatically. 

Mr. Busu. That is what I think, too. 

Mr. Frrepet. Other than the water carriers ? 

Mr. Auten. Yes; and there I think the joint board, which is ulti- 
mately going to come, would provide a better service for both Alaska 
and Hawaii than either board having full control, or the necessity for 
carriers to look to two boards. 

Mr. Harris. I assume from your testimony you have one exception 
and that is any transportation that is managed and operated by an 
agency of the Government. 

Mr. Auten. That would be true. 

Mr. Harris. As a matter of fact, there is only one railroad in 
Alaska; is there not? 

Mr. Auten. I believe they have one they call the Tramway, which 
is near Nome and is 60 miles in length. 

Mr. Harris. Thank you very much. 

Mr. Thomas E. Stakem of the Federal Maritime Board will be 
the next witness. 


STATEMENT OF THOMAS E. STAKEM, MEMBER OF THE FEDERAL 
MARITIME BOARD 


Mr. Srakem. Good morning, Mr. Chairman. 
Mr. Harris. Good morning, Mr. Stakem. You are a member of 
the Federal Maritime Board; are you? 
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Mr. Sraxem. Yes; I am. The Federal Maritime Board is com- 
osed of three members and I represent the minority party on the 


d. 
Mr. Harris. You are speaking for the Board here today? 


Mr. Sraxem. Yes; I am speaking on behalf of the Board. 

I know that the chairman is trying to close up these hearings today 
and to conserve time I would just as soon file the statement for the 
record and then summarize it for the committee members. 

Mr. Harris. Very well, your statement will be included in the 

-d at this point. 
ilicered slahinadad of Mr. Stakem follows:) 


STATEMENT BY THOMAS E. STAKEM, MEMBER, FEDERAL MARITIME BOARD 
Gentlemen: The bill H.R. 6244 contains three separate titles: 
TITLE I 


Title I of the bill would amend the Interstate Commerce Act to provide 
grandfather rights for certain motor carriers and freight forwarders operating 
to, from, and within Alaska in interstate or foreign commerce, and water car- 
riers operating in interstate or foreign commerce over inland waterways in 
Alaska other than the high seas. These are carriers and forwarders who be- 
came subject to the Interstate Commerce Act and related acts upon Alaska 
statehood. : 

This title of the bill is designed to insure that carriers of the described classes 
who were in operation prior to the cutoff date would be able to acquire grand- 
father rights to continue such operation without being required to prove public 
convenience and necessity. 

With respect to water carriers, the tithe would amend part III of the inter- 
state Commerce Act by a new proviso which will specify that any person who 
was operating on August 26, 1958, “over any inland waterway, other than the 
high seas” as a common or contract carrier by water, and has so operated in 
Alaska since that time, or who was engaged in furnishing seasonal service 
during 1958, may file for a certificate or permit. Such an applicant will there- 
upon, without proof of public convenience or necessity, receive authority to 
continue to engage in transportation under a certificate or permit issued by the 
Commission. New applicants must prove public convenience and necessity. 

In general, all these carriers are subject to the rules and regulations of the 
Interstate Commerce Commission, requiring certificates of convenience and 
necessity or permits to continue in operation, and applicants not receiving 
grandfather rights must qualify for certificates or permits. To the extent that 
certificates or permits are deemed necessary, it would appear that existing serv- 
ices should be entitled to full grandfather rights. 

In order to provide grandfather rights to all freight forwarders that have 
been and are serving Alaska irrespective of the manner in which the water 
movement has been taking place, the Board recommends deletion of the paren- 
thetical phrase on page 11, lines 6-11, of the bill, which reads: “(other than a 
person whose operations to, from, and within Alaska are subject to regulation 
by the Federal Maritime Board as a common carrier by water under the Ship- 
ping Act of 1916, as amended, and the Intercoastal Shipping Act of 1933, as 
amended, but whose operations would be those of freight forwarder under this 
part).” 

This is in accord with the recommendation of the Senate Committee on Inter- 
state and Foreign Commerce with regard to the Senate bill S. 1509, which is 
substantially similar to title I of the subject bill, H.R. 6244, Senate Report 399, 
June 16, 1959. 

Certain companies which do not operate vessels but effect the water portion 
of transportation in which the company engages by arrangements with vessel 
operating carriers, have been held to be common carriers by water within the 
meaning of section 1 of the Shipping Act, 1916, and have been required to file 
tariffs in accordance with the trade involved. There are as many as 40 tariffs 
on file from trucklines and freight forwarders covering offshore domestic 
trades. With respect to water carriage, they issue through bills of lading to 
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their customers and provide a service which includes pickup at the origin regj- 
dence and delivery at the destination residence. These goods are normally 
packed in lift vans furnished by a van line. The transportation on land may 
be in trucks, while the transportation between a U.S. mainland port and an off. 
shore domestic point will be by an established water carrier. This is a particy. 
larly important development in connection with perishable products which must 
be refrigerated enroute. 

Water carriers haye endeavored to aid the economy of Alaska by providing 
through rates and services in conjunction with trucklines, in order to effectuate 
pickup service at the consignor’s door via the truck carriers in Seattle, thence 
water carriage to Alaskan ports with delivering service to the consignee jp 
Alaska. Arrangements to effectuate this have been approved under section 15 
of the Shipping Act, 1916, in a number of cases under which the transportation 
is done on the basis of agreed divisions between the various carriers at less than 
the combination of the regular charges of the various carriers involved and 
with a resultant reduction to the shipper. 

This new plan of operation arising from the acceptance of nonvessel carriers 
as common carriers by water provides a practical means of furnishing shippers 
with a single-factor through rate and service from points of origin to final desti- 
nation, regardless of the different means by which the transportation is actually 
accomplished. 

To preserve the status of motor carriers engaged in operations between the 
United States and Alaska as a common carrier by water subject to regulation 
by the Federal Maritime Board, it is recommended that a new subsection be 
added to section 303(e) of the Interstate Commerce Act, to read as follows: 

“Notwithstanding any other provision of this Act, any common carrier by 
motor vehicle which was engaged also in operations between the United States 
and Alaska as a common ¢arrier by water subject to regulation by the Federal 
Maritime Board under the Shipping Act, 1916, as amended, and the Intercoastal 
Shipping Act, 1933, as amended, prior to January 3, 1959, and has so operated 
since that time, shall as to such operations, remain subject to the jurisdiction of 
the Federal Maritime Board.” 

This suggested amendment is in accord with the recommendation of the 
Senate Committee on Interstate and Foreign Commerce with regard to S. 1509 
(S. Rept. 399 of June 16, 1959), and would make it clear that motor carriers that 
do not operate vessels but who enter into agreements under section 15 of the 
Shipping Act, 1916, as common carriers by water so as to establish through 
rates for movements between U.S. and Alaska ports are not, as to such move 
ments, subject to part IV of the Interstate Commerce Act. 


TITLE II 


Title II of the bill H.R. 6244 would amend the Alaska Railroad Act (48 U.S.C. 
301) so as to provide that, effective 180 days after the enactment of the pro- 
posed amendment, the Alaska Railroad would become subject to the provisions 
of part I of the Interstate Commerce Act, as amended, and related acts, in the 
same manner and to the same extent as if such railroad or railroads and facili- 
ties were privately owned and operated. 

At the present time the Alaska Railroad is a transportation activity subject 
to the jurisdiction of the Office of Territories, a division in the Department of 
the Interior. The principal activity of the railroad is the operation of a single 
track main line between Seward and Whittier, the southern terminals, and 
Fairbanks in the north. The Government (Department of Defense) is an 
important user of the service. 

This is transportation over which the Federal Maritime Board has no juris- 
diction. I therefore offer no comment with respect to title II of the bill HR. 
6244. 

TITLE III 


Title III of the bill, in conjunction with part III of the Interstate Commerce 
Act, as amended by the Transportation Act of 1940, would confer upon the Inter- 
state Commerce Commission jurisdiction over water carriers with respect to 
Alaska similar to that which it has with respect to other States. Jurisdiction 
over regular route water common carriers operating in interstate commerce 
between Alaska and other States and also between points in Alaska over the 
high seas would be transferred from the Federal Maritime Board to the Inter 
state Commerce Comimssion. The Interstate Commerce Commission would be 
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yested with jurisdiction over contract carriers and irregular route common 
riers by water operating in interstate commerce or on Alaskan ocean waters. 
'the Federal Maritime Board is opposed to this title of H.R. 6244. The Board 
is very seriously concerned at the proposals involved in this legislation. We 
believe that it will not be to the best interests of the new State of Alaska. 

Under the bill all common carriers by water in the trade between Alaska and 
all other States, and between ports in Alaska over the high seas, will be placed 
under the jurisdiction of the Interstate Commerce Commission, where they will 
pe regulated pursuant to the Transportation Act of 1940 (pt. III of the Inter- 
state Commerce Act). (Note that this will include Alaska-Hawaii trade con- 
trary to section 18(a) of the Hawaii Statehood Act (E ublic Law 86-3), approved 
March 18, 1959.) Such carriers by water will be required to file an application 
with the Commission, in order to receive so-called grandfather rights. 

Contract carriers (tramps) who actually operate their own vessels will be 
required to file applications for authority to continue operations in the same 
general manner as those seeking common carrier authority. Contract carriers 
will receive permits in lieu of certificates. They will be required to file schedules 
of their minimum charges and their rates must also be filed on 30 days’ advance 
notice, and will be subject to suspension or investigation by the Comimssion upon 
protest or upon its own motion. ; 7 

Nonvessel operators between Alaska and the mainland who are now subject 
to Federal Maritime Board jurisdiction will lose their status as common carriers 
by water under the Shipping Act, 1916. hs. Smee 

The provisions of the bill do not appear to alter the jurisdiction of the Board 
with respect to the regulation of terminal operators. 

The Board does not believe that the existing law and procedure applicable to 
ocean carriers in interstate commerce should be confirmed and extended as 
proposed in this title of the bill. 

The requirement that common carriers by water hold certificates of con- 
venience and necessity under the Transportation Act of 1940 has imposed an 
unnecessary handicap upon the development of coastwise and intercoastal ship- 
ping. While some may contend that these certificates were intended to protect 
the established water carriers from the consequences of overtonnaging in the 
trades, they have not worked out along these lines. The certificate system has 
deprived water carriers of that flexibility of operation that is so basic for the 
successful conduct of water transportation. A water carrier should be free to 
go where the cargo is and to take cargo where it needs to go. 

The requirement that water carriers in the Alaskan trade obtain certificates 
or permits may force Alaska to depend on foreign-flag carriers. The one essen- 
tial transportation link between the noncontiguous State of Alaska and the 
other States is via the water carriers. However, what will happen to the Amer- 
ican-flag carriers who will have to comply with the numerous restrictions, lim- 
itations, and other burdens placed upon them by the certificates, permits, and 
other unneeded regulatory measures, while their foreign-flag competitors, oper- 
ating out of Vancouver, Victoria, or Prince Rupert, British Columbia, are free 
to seek cargo without any of those restrictive measures which will beset their 
U.S. competition? Certificates do not guarantee service—witness the dormant 
certificates that now exist in the coastwise and intercoastal trades. A situa- 
tion where American-flag carriers are subject to the restrictions of certificates 
and permits, while their foreign-flag competitors operating via Canadian ports 
are not, may well result in the elimination of much of the American-flag service. 

As a natural avenue of commerce, the public interests demand that the 
waterways be utilized to the fullest extent. This is especially true in an area 
such as Alaska. For the most part it is the only mode of carriage available 
to Alaska, and no sound reason has been advanced to require the operator to 
obtain certificates or permits as a condition to engage in transportation in this 
sparse and relatively undeveloped area. The future development of Alaska may 
be retarded if water carriers are not free to establish and extend services to 
meet the needs of commerce as the economy of the new State develops. 

Joint rail-water rates so highly desirable in the waterborne commerce have 
not developed under part III of the Interstate Commerce Act, as amended in 
1940. As a general rule, the rails assess the higher “domestic” rates from in- 


terior points to the west coast ports when the movement beyond these ports 
involves water transportation to Alaska, rather than the lower “export or 


import” rates which apply when the movement beyond the west coast involves 
water transportation to or from foreign countries. 


47350—60——_9 
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Water carriers in the Alaskan trade have successfully established joint through 
routes and rates with other types of carriers in such a manner as to benefit 
the conduct of trade by giving merchants a single all-inclusive rate under 
single shipping document regardless of the various means of transportation 
which may be utilized. In doing so they have enabled themselves and other 
carriers involved to make savings which have been shared with shippers jp 
the form of lower transportation costs. 

Water is the dominant means for transportation of property to and from 
Alaska. Unlike the other 48 States there is no direct rail or truck competitiog 
for interstate traffic in the Alaskan trade (the volume of cargo moving over the 
Alcan Highway to date having been so small as to be virtually insignificant). This 
situation will probably prevail for years to come and with the impending develop. 
ment of the new State of Alaska it is imperative that nothing be done to handicap 
or restrict the development of water transportation for that area. The Board 
believes that regulation of water transportation to and from Alaska is one of the 
means by which the proper development of water transportation will be effee. 
tuated and that, therefore, this regulation should remain with the body that ig 
charged by law with the responsibility of promoting an adequate water trans. 
portation system. 

CONCLUSIONS AND RECOMMENDATIONS 


The Federal Maritime Board recommends against enactment of title LIT of 
H.R. 6244 for reasons which may be shortly summarized as follows: 

1. The requirement of certificates of convenience and necessity for common 
carriers and permits for tramp operators will be a handicap to the proper develop. 
ment of the Alaska and Alaska-U.S. ocean shipping. 

2. Joint rail-water rates have failed to materialize under the Interstate Com. 
merce Act and Transportation Act of 1940, and existing successful through water. 
truck routes to Alaska may be jeopardized. 

3. The proposed plan of regulation will be prejudicial to U.S.-flag carriers to 
Alaska and favorable to foreign-flag carriers. 

4. Conflicts and unnecessary transportation problems will be created as Alaska’s 
foreign trade develops. 

5. The proposed transfer of jurisdiction should not be enacted before comple 
tion of comprehensive congressional and Executive studies of the whole national 
transportation system, including regulation of domestic ocean transport. 

If any legislation such as title III of H.R. 6244 is to be considered before com- 
pletion of comprehensive congressional and Executive studies, the Federal Mari- 
time Board recommends that consideration be given to the enactment of legis- 
lation to authorize the establishment of a joint board to maintain coordination 
and cooperation in the national interest of the various forms of transportation, 
Exceedingly important would be establishment of through routes and rates in 
which all forms of transportation would cooperate fairly and equally. 

This same recommendation was made to the Senate Committee on Interstate 
and Foreign Commerce in testimony on S. 1507 on May 5, 1959. The functions 
of the joint board were discussed in general terms as follows: 


1. The joint board shall be composed of a like number of members of the — 


Federal Maritime Board, the Interstate Commerce Commission, and Civil 
Aeronautics Board. 

2. The chairman of each regulatory agency shall name its members to 
serve on the joint board. 

3. The law should specify that carriers subject to Interstate Commerce 
Commission, Federal Maritime Board, or Civil Aeronautics Board may 
establish through services and joint rates and fares with each other. 

4. The joint board will have original jurisdiction in all disputes arising 
out of through routes and rates. 

5. Carriers establishing through services and joint rates should be per- 
mitted to agree on just, reasonable, and equitable divisions of such joint 
rates, fares, or charges. 

6. Each carrier shall file with its own regulatory agency tariffs of all joint 
rates, fares, and charges in which it participates, with copy for joint board. 
Same for divisions of rates, etc. 

7. If carrier refuses to join in establishment of a through service or joint 
rate with any carrier subject to another regulatory agency, any such carrier 
may appeal to the joint board. If joint board considers establishment of the 
proposed through service and joint rate to be in the public interest, it may 
require the establishment of such through service. 
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8. If divisions of joint rates cannot be agreed upon which are fair and 
equitable, joint board may prescribe divisions. 

9. The board will select its examiner for particular cases from the exam- 
iners employed in the regulatory agencies. 

10. The joint board will elect its own chairman from the named members. 

11. The joint board’s decision will be final, subject only to court review. 

The Federal Maritime Board has prepared a draft bill to accomplish these 
objectives, and a copy of same will be transmitted to this committee, in accord- 
ance with the usual legislative procedure. 

Mr. Sraxem. The position of the Federal Maritime Board with 
respect to H.R. 6244 can be summarized as follows : 

As to title I, the granting of “grandfather” rights to certain motor 
carriers and freight forwarders, the Board has no objection to this 
title. We do feel, however, if title I is enacted in some form, that 
there be an amendment to protect the status of the non-vessel-owning 
common carriers by water subject to the jurisdiction of the Federal 
Maritime Board. 

We feel, if legislation is enacted, that an amendment along the lines 
reported out by the Senate I nterstate and Foreign Commerce Commit- 
tee on S. 1509 would accomplish this purpose. 

With respect to title II of the bill, we take no position. 

I do, however, like the approach of Senator Bartlett when he made 
his appearance before this committee and suggested that, before any- 
thing is done on title Il, hearings be held in Alaska to obtain state- 
ments from people who are close to that picture. 

With respect to title III of the bill, which would transfer jurisdic- 
tion over the water carriers to and from Alaska from the Federal 
Maritime Board to the ICC, I wish to state that I have read over very 
carefully the statement made before this committee by the Chairman 
of the ICC, Mr. Tuggle, and I find that I agree with him in large 
measure. 

We certainly agree on the need for an integrated transportation 
system to and from Alaska. I only part company with him on his 
recommendation that the best way to accomplish this objective is to 
transfer jurisdiction from the Federal Maritime Board toe ICC. 

The recommendation that I made when I appeared in May 1959 be- 
fore the Senate Interstate and Foreign Commerce Committee was that 
this objective could better be accomplished by a joint board made up 
of membership from the ICC, the Federal Maritime Board, and the 
Civil Aeronautics Board. 

I think that if the principle that is involved in title III of H.R. 
6244 is made into law that its application to Hawaii would be a natu- 
ral result, and I can envision that this would cause perhaps more prob- 
lems than would be solved by this bill. 

[have in mind particularly that on many of the ships that leave our 
shores, you might have part of its cargo that would be under the juris- 
diction of the ICC under the provisions of this bill and part of it 
under FMB. I am sure that as the Alaskan trade develops that this 
could also happen in this trade. In May 1959, I outlined, in answer 
to questions by counsel of the Senate Committee on Interstate and 
Foreign Commerce, my ideas, which I have checked out with both of 
the other members of the Federal Maritime Board, as to how the joint 
board would operate and I have listed 11 points which are set out at 
the bottom of page 12 of my prepared statement. 
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1. The joint board would be composed of a like number of mem. 
bers of the Federal Maritime Board, the Interstate Commerce Com- 
mission, and Civil Aeronautics Board. } 

2. The chairman of each regulatory agency shall name its members 
to serve on the joint board. 

3. The law should specify that carriers subject to Interstate Com. 
merce Commission, Federal Maritime Board, or Civil Aeronauti 
Board may establish through services and joint rates and fares with 
each other. 

4. The joint board will have original jurisdiction in all disputes 
arising out of through routes and rates. 

5. Carriers establishing through services and joint rates should he 
permitted to agree on just, reasonable, and equitable divisions of guch 
joint rates, fares, or charges. 

6. Each carrier shall file with its own regulatory agency tariffs of all 
joint rates, fares, and charges in which it participates, with copy for 
the joint board. Same for divisions of rates, et cetera. 7 

7. If carrier refuses to join in establishment of a through service or 
joint rate with any carrier subject to another regulatory agency, any 
such carrier may appeal to the joint board. If joint board considers 
establishment of the proposed through service and joint rate to be in 
the public interest, it may require the establishment of such through 
service. 

Of course, that would be after public hearing with each side having 
an opportunity to be heard. 

8. If divisions of joint rates cannot be agreed upon which are fair 
and equitable, joint board may prescribe divisions. 

9. The board will select its examiner for particular cases from the 
examiners employed in the regulatory service. 

In other words, as I envision the way this would operate, you would 
not have to have a large staff on the joint board, perhaps a secretary 
and a few clerical personnel. 

10. The joint board will elect its own chairman from the named 
members. 

11. The joint board’s decision will be final subject only to court 
review. 

I would like to add another point, that I think the joint board, if 
established by law, should set forth its own rules and regulations 
under which it would operate, and as an afterthought I think that 
provision probably should be made that after the board operates for 
1 year, they should make a report to both Houses of Congress on how 
it has operated, with recommendations for a continuation or changes 

That, Congressman Harris, is the sum and substance of our position. 

Mr. Harris. Mr. Friedel, do you have any questions? 

Mr. Friepev. Mr. Stakem, on page 13 in your last paragraph you 
said : 

The Federal Maritime Board has prepared a draft bill to encompass these 
objectives, and a copy of same will be transmitted to this committee, in accord: 
ance with the usual legislative procedure. Has it been submitted yet? 

Mr. Sraxem. A draft has been prepared within the Federal Man- 
time Board and it will be transmitted to the Department of Commere 
with the request for clearance through the Bureau of the Budget. 

Mr. Frrepex. At the present time we do not have the draft? 
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Mr. Sraxem. No. 

Mr. Frrevex. That is all, Mr. Chairman. 

Mr. Busu. With respect to your objective here where you would 
like to get a member from each one of these agencies as a board mem- 
ber, do you have any suggestion as to what this board would be 
named or called ? 

Mr. Staxem. Yes; I would call it a joint board for through routes 
and rates. 

Mr. Frrevet. I want to commend you on your explanation and the 
information you have given us because I think it is very well prepared. 

Mr. Staxem. Congressman, I think if you are going to be against 
something you should have an alternative plan. 

Mr. Frrevet. I agree with that. 

May I ask one more question ? 

Mr. Harris. Yes. 

Mr. Frrepvet. Did they adopt your recommendations in the Senate? 

Mr. Staxem. I understand that Senator Bartlett, when he appeared 
before this committee, advised that he was going to introduce two 
joint board bills, one 1 think which he said would be more or less on a 
permissive basis in the establishment of through routes and rates, and 
the other on a required basis so that that point would be settled in 
debate on the bills. 

Mr. Frrevet. Do you approve of the Senate bill as it has been 
amended ? 

I understand they did not include the water carriers. 

Mr. Staxem. As I understand it, Congressman, on the Senate side 
there were three separate bills introduced, S. 1507, S. 1508, and S. 1509. 

S. 1507 is similar to title ITI of H.R. 6244. 

§. 1508 is similar to title II with respect to the Alaska Railroad. 

And S, 1509 is similar to title I of H.R. 6244. 

Mr. Frreper. What have they adopted ? 

Mr. Straxem. They reported out, I am sure, S. 1509, giving the 
grandfather rights to the common carriers by water with the protec- 
tion of the so-called non-vessel-owning common carriers by water 
subject to FMB jurisdiction. 

They have not reported out S. 1507 and I do not believe they have 
reported out S. 1508, with respect to the Alaska Railroad. 

Mr. Frrepen. I understand they have reported some bills. 

Mr. Staxem. I could be wrong on that. I have not checked it that 
closely. 

Mr. Frrevet. Thank you very much. 

Mr. Staxem. I am informed they did report out S. 1508. 

Mr. Friepe.. Did they report all three, or just two? 

Mr. Staxem. Just two out of three. 

Mr. Busu. Which one have they not reported ? 

Mr. Staxem. They have held S. 1507 having to do with the transfer 
of jurisdiction from FMB to ICC over the water carriers. 

Mr. Harris. We have what would be referred to as the title I bill. 
That is S. 1509 in the Senate, which has already passed the Senate and 
itis pending before this committee. 

S. 1508 has been reported by the Senate committee, but has not been 
approved by the Senate as yet. 

And S. 1507 has not been reported by the Senate committee. 
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I believe that is the status of it. 

Thank you very much. We are glad to have your statement, Mr 
Stakem. 

Mr. Sraxem. Thank you, Mr. Chairman. 

Mr. Harris. Mr. Coulter, I understand you are here representing 
the Interior Department? 


STATEMENT OF KIRKLEY S. COULTER, LEGISLATIVE ADVISER 
OFFICE OF TERRITORIES, ACCOMPANIED BY EDWIN M. FItTcy 
SPECIAL REPRESENTATIVE OF GENERAL MANAGER OF ALASKA 
RAILROAD; AND MRS, RUTH VAN CLEVE, ACTING ASSISTAN? 
SOLICITOR FOR TERRITORIES, DEPARTMENT OF THE INTERIOR 


Mr. Courter. Yes, sir. 

My name is Kirkley Coulter. I am with the Office of Territories 
in the Interior Department, which has responsibility for the Alaska 
Railroad, which is the subject matter of title II of your bill. 

I have here with me Mr. Edwin Fitch, who is the special representa. 
tive in Washington of the roalroad itself who is, you might say, our 
technical witness. 

Before I start my statement I would like to say one or two things, 

We have brought this map up here for the convenience of the con- 
mittee in case you are not familiar with the layout of the railroad 
and the highways. The red line is the railroad. The solid black and 
solid green lines are highways. 

It isa rather old map. Some of those dotted lines are I think just 
somebody’s hope for a highway someday, but the solid lines are high- 
ways in place. 

The railroad, as you can see, runs from the ports on the south of 
Alaska; that is, on the Gulf of Alaska, the two ports being Whittier 
and Seward, through Anchorage to Fairbanks, and there are three 
other small branches. 

One other thing I would like to mention. A question was raised 
about the profitability of the railroad. We are in the black. We have 
been in the black for 5 years. We are not very far in the black. We 
don’t try to be. 

I think one witness said that we try to set our rates at a break-even 
point. That is about right. 

In 1958 our earnings were $109,000 on gross operating income of 
about $1214 million. Astothe manner in which we keep our books, we 
do charge depreciation and, as far as I know, we charge depreciation 
just as much as a privately owned railroad would. 

We do carry a great deal of military freight. I don’t think we 
are directly subsidized by the military. We give a good service for 
the most reeasonable rates we can afford. 

We don’t particularly ask them for favors. 

In 1958, of our freight 58 percent of the tonnage was military and 
4. percent of the revenue was military. The rest was commercial. 

Mr. Chairman, we recommend against enactment of title II of the 
bill. We do not believe that regulation of the Alaska Railroad by an 
outside agency is necessary or desirable, inasmuch as the railroad, 
being owned and operated by the Federal Government, is completely 


under the supervision, management, and control of the Secretary of 
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the Interior. It is in that sense already regulated through normal 
administrative channels. To superimpose ICC regulation upon the 
supervisory function of the Secretary would interfere with his dis- 
charge of his responsibilities and create needless duplication of gov- 
ernmental activity. 

The case for regulation of the railroad seems to be based on the 
premise, either that shippers must be protected from excessive freight 
rates and other charges, or else that the railroad might indulge in 
unfair and discriminatory rate practics which would be harmful to 
competitive transportation companies. Neither one of these premises 
can oe justified by the facts. _ 

To deal first with the question of the level of rates charged to the 
shipper, the fact is that the Alaska Railroad has for many years 
followed the emt d of keeping rates at the lowest possible levels, 
levels just sufficient to cover costs, including depreciation, plus a 
reasonable program of improvements and betterments. 

We have deliberately refrained from attempting to earn what is 
commonly called a fair return on investment, because that would have 
required a sharply higher rate structure. This policy of keeping rates 
down as low as possible is based on the congressional directive in our 
basic statute to aid in the development of Alaska. 

We are fearful that one effect of the bill will be to cause a change 
in this low-rate policy of the railroad, toward a policy of fully com- 
pensatory rates, based on the heavy Federal investment in the physical 
plant of the railroad, part of which was built primarily to serve 
military needs. The bill nowhere states any definite policy on rates 
in so many words, but it brings the railroad under the established 

attern of Interstate Commerce Commission regulation, which, by a 
ong chain of rulings and judicial decisions, assumes that rates will 
be set at levels toearn a fair return on the rate base. 

Whether that is contemplated in this case, we cannot tell. At least, 
the bill would definitely take rates out of the hands of the Secretary of 
the Interior, and put them under the control of the Interstate Com- 
merce Commisison. It would give the Commission broad authority to 
determine what our rate policy should be, and that means the Com- 
mission would decide and control our general financial policy, and 
determine for us our objectives and aims insofar as the development 
of Alaska is concerned. 

If Congress should decide that our rate policy should change, we 
hope Congress, not the ICC, will make that decision and will so 
state. 

We have tentatively estimated that, in order to earn anything ap- 
proaching a fair return on the Federal investment in the railroad, our 
rates would have to be raised at least 20 or 30 percent. Such an abrupt 
change in policy would, in our judgment, seriously harm the develop- 
ment of Alaska’s resources. 

Such higher rates might in any case cause such a reduction in volume 
that they would fail to yield anything like a proportionate increase in 
revenues to the railroad. In that case, the higher scale of rates would 
impose an extra burden on shippers and on the communities affected, 


without any corresponding benefit to the railroad, financially speak- 
ing. 
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As a matter of fact, the rates of the Alaska Railroad are not par. 
ticularly low, despite our best efforts to hold them down. Rates on the 
Alaska Railroad are still higher than those on stateside railroad 
generally speaking, because of the far higher wage scale in Alaska, 
the seasonality of the operation, the additional expense imposed on the 
railroad by special military demands, and the predominantly one-way 
haul. 

To return now to the other premise which appears to lie behind this 
bill, we do not believe there has been any showing that the railroad 
has been guilty of unfair or discriminatory rate practices which might 
be harmful to competitive transportation interests. 

As pointed out above, the railroad is already regulated by the See. 
retary. We believe that any complaints against any ratemaking or 
other competitive practices of the railroad could be adequately han. 
dled through established administrative channels. 

In fact, we have been amazed at some of the allegations made 
against the railroad at the committee hearings in the Senate, amazed 
because those who have criticized the railroad before congressional 
committees have generally never bothered to file their complaints 
with the Secretary. ) 

As this committee will understand, the Secretary would never per. 
mit the railroad to engage in anything that smacked of cutthroat 
practices. The authority and responsibility of the Secretary are far, 
far broader than merely helping the railroad to get a little extra 
business away from competing trucking firms. He must place the 
public interest ahead of the competitive interests of the railroad, and 
the idea of the public interest certainly includes the requirement of 
fair play to competing transportation companies. 

We believe, therefore, that representatives of the trucking industry, 
if they have complaints they consider valid, would be well advised to 
file protests in a formal way with the Department, so that such pro- 
tests can be appropriately considered and corrective action taken if 
necessary. 

None of the allegations against the railroad, placed in the record 
of the Senate hearing on S. 1508 a few weeks ago, had previoush 
been brought to the Department for such action. We wish they woul 
be. We would be glad to investigate the facts fully. 

If the Congress feels, however, that some change is necessary in our 
present technique of railroad regulation by the Secretary, we have no 
objection to receiving the recommendations of the Interstate Com- 
merce Commission on any particular practice or policy followed by 
the railroad in the fields of ratemaking and safety. 

We recognize the long experience and expertness of the Commis. 
sion in the general field of transportation rate and safety regulation. 

Recently we have been studying the possibility of setting ups 
formal system, under which complaints by interested parties could be 
filed with the Interstate Commerce Commission, which might then 
follow its full normal procedure of investigation and hearing, and 
finally render an advisory opinion to the Secretary of the Interior on 
the point at issue. We believe such a system might help to give the 
public reassurance that we are complying with the rules of the game, 
and we are perfectly willing to comply with the established practices 
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governing the operation of a railroad as they have been worked out 
through the years by the Interstate Commerce Commission. 

This system could be similar in a general way to the method now 
followed with respect to the rates on electric power marketed by the 
Interior Department from Corps of Engineers projects. In those 
cases the Federal Power Commission may take jurisdiction over the 
rates on interstate sales of Federal power, but the Secretary of Interior 
has the ultimate responsibility for making the determination on rates. 

For the record, I want to mention briefly two amendments which 
may be proposed to you, since they were incorporated in the similar 
Senate bill, S. 1508, as reported by the Senate committee. 

The Senate committee bill provides that the railroad will be subject 
to the regulation of the State of Alaska as to intrastate traffic. We 
do not believe that the Federal Government can afford to accept the 
regulatory authority of any State government over a Federal instru- 
mentality, particularly since the railroad is a vital supply artery for 
the Defense Establishment in Alaska. 

The Senate committee bill also provides that the railroad will be 
subject to the Railway Labor Act. The Railway Labor Act provides 
machinery for the handling of labor disputes on privately owned rail- 
roads, based ultimately on the right to strike. 

We consider that this machinery is not appropriate in a case such 
as this where the right to strike is not and cannot be recognized. 

We, therefore, would oppose those two amendments if they should 
be proposed for inclusion in this bill. 

inally, sir, I would like to supply the committee with some statisti- 
cal data bearing on a question of fact raised in the Senate committee 
hearings. 

Before the Senate committee, Mr. R. H. Anderson, general manager 
of the Alaska Railroad, pointed out that economic regulation of the 
railroad by the ICC would be ineffective because only about 10 percent 
of the railroad’s freight traffic, tonnagewise, would be subject to ICC 
regulation. 

Mr. Kenneth Tuggle, chairman of the Interstate Commerce Com- 
mission, on June 16 wrote Senator Magnuson a letter which appar- 
ently is intended to cast doubt on the accuracy of Mr. Anderson’s 
figures, or at least on the validity of his conclusions. 

We have prepared a memorandum which, we believe, demonstrates 
conclusively that Mr. Anderson’s figures are entirely correct, and, 
furthermore, that a major error exists in Mr. Tuggle’s statistics on 
which he bases most of his argument. 

I submit a copy of the Tuggle letter of June 16 and our memo- 
randum entitled “Analysis of Alaska Railroad Carload Freight Ton- 
nage, Fiscal Year 1958” for the record. 

(Information referred to follows :) 


JUNE 16, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Interstate and Foreign Commerce Committee, 
U.S. Senate, Washington, D.C. 


Dear SENATOR MAGNuson: During the hearings before your committee in May 
1959 on the three Alaska transportation bills recommended by the Interstate 
Commerce Commission (S. 1507, 8. 1508, and 8S. 1509), opposition to S. 1508, 
which would subject the Alaska Railroad to the Interstate Commerce Act, was 
advanced by Mr. R. H. Anderson, General Manager of the railroad. 
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At page 160 of the transcript, in the paragraph numbered 3, Mr. Anderson 
expressed doubt that the proposed bill would achieve its apparent Purpose 
insofar as the Alaska Railroad is concerned. In attempting to show that very 
little railroad traffic would be subject to ICC regulation, he stated that “approx. 
imately 90 percent tonnagewise—S80 percent revenuewise—of the traffic of the 
Alaska Railroad moves on local billing.” 

We agree with this witness as to the intrastate nature of the movement of 
coal and some petroleum. We recognize also that military traffic might fay 
under section 22 of the act. We do not question the accuracy of his statementy 
respecting the proportion of traffic now moving under local billing, but we 
submit that the fact of local billing does not necessarily indicate that a shipment 
moves in the intrastate commerce. 

Of the total 400,000 to 500,000 tons of dry cargo passing through Alaskan 
ports, it is estimated that as much as 80 percent, or 300,000—400,000 tons of this 
traffic, may be subject to regulation. Some of this through traffic would move 
inland by trucks, but a large part would be handled by the Alaska Railroad, 
Moreover, a large part of that tonnage would fall within the “manufactures anq 
miscellaneous” group. This is largely high-rated, profitable traffic for which 
there is strong competition between rail and motor carriers. A similar situation 
would likely prevail in some degree for the tonnage classified as forwarder 
traffic. We do not believe the Commission will be able effectively to fulfill its 
existing obligation to regulate motor carriers and freight forwarders unless the 
railroad, too, is subject to the Interstate Commerce Act. 

The tables following show by commodity groups the relative importance of 
the commercial traffic handled by the Alaska Railroad in terms of volume and 
of revenue. It will be noted that the “manufactures and miscellaneous” group 
accounts for about 60 percent of the tonnage for each of the years shown. The 
revenue furnished by this group was in a range from 82.8 percent of the total 
revenue from commercial traffic in 1955 to 73.8 percent in 1958. In 1958, for. 
warder traffic produced 6.8 percent of the tonnage and 11.2 percent of the revenue, 


The Alaska Railroad—Rail line carload revenue freight traffic by commodity 
groups as percents of total commercial freight revenue tons, 1954-58 

















[Percent] 

Item 1954 1955 | 1956 1957 1958 
NOD bo hn ahh onlin ted masenseennbe 1.0 0.9 0.9 0.6 0.6 

SEE INIOON ins ate ric ccpnsapeehak Khettips< cies 1 1 1 oa he 
nena wtb cuiee dn sbi aenanient ptacmicikd 33.0 34.4 33. 3 28. 1 30.3 
Products of forests__..........--_- eda tcait Edinicomncdebias iegibahanakainatn 6.1 3.8 3.7 3.9 3.1 
Manufactures and miscellaneous. --_........--.-.-------.------ 59.8 60.5 59.8 61.2 59.2 
IU oh cheated itn oe cece tacts cthsaaenanebiinnae icin hdebcubea a Rens atten 3 2.2 6.1 6.8 
le ernie ee ee dao een ee cco | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 





1 Less than } of 1 percent. 


The Alaska Railroad—Rail line carload revenue by commodity groups as percents 
of total revenue from commercial traffic, 1954-58 











[Percent] 
Item 1954 1955 | 1956 | 1957 1958 
Ne Nain dadnahdnaamamueiaematanbe 1.5 1.2 1.4 1.0 1.0 
I NOU oc add pccdonnncanccamucascoastneiléesasa 3 - am a l 
RS ee SEO ee eee tee ee ee ee 12.5 11.3 11.8 8.7 10.2 
I i i sthicn s chaane aeissialm baie date 5.8 3.6 4.6 4.8 3.7 
Manufactures and miscellaneous. --........-...-.--.--.--.-.-- 79.9 82.8 78.2 75.0 73.8 
Nt le 1.0 3.8 10.3 11.2 
Nn ctcseadkenins wiieishcne penal nd bbe deibtgliaaininapneiehe 100.0 100.0 100.0 | 100.0 100.0 





Source: Department of the Interior, ‘‘Reports of the Alaska Railroad.” 


At page 161, in paragraph numbered 4, Mr. Anderson quotes from a letter dated 
February 11, 1957, adressed to you by the then Chairman of the ICC, as follows: 
“In our opinion, economic regulation would not be a success if 50 percent or more 
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of the traffic is to be exempt.” This statement was based on conditions obtain- 
ing prior to statehood, and was followed by a reference to our proposal that 
the privilege of reduced rates for Government shipments on traffic to, from, and 
within Alaska except in time of war or other national emergency be eliminated. 
It was based on the assumption that section = rates were being negotiated at 
levels substantially below those for commercial traffic, and that military and 
other exempt traffic would continue to constitute more than 50 percent of the 
total. It was also made at a time when we had recommended that the Congress 
substantially amend section 22. = . 

As we pointed out on page 45 of the transcript of the present hearings, our 
proposals at this time are aimed at regulating surface transportation with re- 
spect to Alaska in the same manner it is now regulated in the other States, and 
we indicated our understanding that rates being negotiated by Defense officials, 
currently controlling the major portion of Government traffic in Alaska, are not 
at depressed levels, but on the contrary have served as a pattern for civilian 
freight rate levels for all modes of carriers. 

As military traffic to and from Alaska is not being carried at depressed rate 
levels, the application of section 22 should not interfere with effective regulation 
of commercial traffic. The volume of military traffic, moreover, is decreasing. 
This is indicated by the fact that from the level of 1954 the waterborne traffic 
carried by military transport had declined 23 percent by 1957 and 43 percent by 
re appreciate this opportunity to supplement the record in support of S. 1508. 
If we have failed to cover any point on which you need our further comments, we 
shall be glad to give it our immediate attention. 

Respectfully submitted. 

KENNETH H. Tuaete, Chairman. 


ANALYSIS OF ALASKA RAILROAD CARLOAD FREIGHT TONNAGE, FiscaL YEAR 1958 


In his letter dated June 16, 1959, to Chaiman Magnuson of the Senate Interstate 
and Foreign Commerce Committee, Kenneth H. Tuggle, Chairman of the Inter- 
state Commerce Commission, has sought to cast doubt on certain of the data and 
conclusions presented during the Senate committee hearings on S. 1508 by 
Robert H. Anderson, General Manager of the Alaska Railroad. 

This letter apparently intends to be an analysis of the railroad’s freight move- 
ment, and its susceptibility to ICC regulation. However, the data in it are not 
arranged in such a way as to make clear the major elements in this freight 
movement. There is also a factual error in the tabulation in the letter, which 
invalidates the principal conclusions. 

The Tuggle letter presents the following percentage breakdown of the railroad’s 
rail line commercial carload revenue freight traffic and carload revenue for 
fiscal 1958 : 








| Carload 
revenue | Carload 
freight | revenue 
| traffic 
espace pbtinlipasitmainnintencsial a acensiipinpanianiptipietantiiatnnsigtinaniggtiipinite anal sek Eee eae 
Products of agriculture 2 0.6 1.0 
Animals and products. Se ; () an 
Products of mines. _- ‘ 30.3 10.2 
Products of forests ___ ‘ 3.1 3.7 
Manufactures and miscellaneous. -__- 4 59. 2 73.8 
Forwarder... taal 6.8 11.2 
Total_. 7 100. 100. 0 
| | 








1 Less than 34 of 1 percent. 


First, of all, the ICC tabulation is a breakdown, not of all carload freight, but 
merely of the commercial or civilian portion. But U.S. Army freight constitutes 
well over half the tonnage, and nearly half the freight revenue of the railroad. 
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The percentage breakdown between civilian and Army freight for fiscal 1958 is 
as follows: 

















a 
Number | Percent | Revenue | Percent 
of tons 
2 gi ll camer ean aa cma eeieiltoascieaeeecaia pala La 
Civilian__--__-_- Suc Hk date nets datien Bett woke Stecethe 592, 960 42.0 | 5,838, 000 58.2 
U.S. Army... ; bans samietuncaan aeesees ‘ 820, 085 58.0 4, 200, 000 | 41.8 
‘ ER mr Bee ey 
Petals ss. Pane ieee’ «dhhapeecnon waded | 1,413,045 100. 0 | 10, 038, 000 | 100.0 
; 
= LT 





Thus, the breakdown by commodity groups given in the Tuggle letter deals 
with only 42 percent of the tonnage, 58 percent of the revenue, not with all of it, 

The ICC computation excludes entirely from consideration all the Army 
freight, because it either is, or could be, shipped on tender under section 22 of 
the act, which would render it not subject to ICC jurisdiction. Some of it js 
now shipped under published tariff rates. But, in the event of an ICC rate 
order which the railroad did not consider in accord with proper management 
policies, the Army freight could be made exempt from ICC regulation by a 
simple decision of railroad management to handle it on section 22 tenders, 
(Most of it is intrastate in any event.) 

But even confining the analysis to commercial freight, the ICC breakdown 
contains what must be called an error of major proportions. Evidently, those 
preparing the ICC percentage breakdown did not realize that the published 
railroad figures by commodity groups include petroleum and products within 
the category “manufactures and miscellaneous.” As a result, the table, and 
much of the discussion, in the Tuggle letter, treat POL as dry cargo and sub- 
ject to ICC regulation, even though on page 1 of the letter it is conceded that 
the POL would be largely exempt. 

During the fiscal year 1958 commercial freight revenue tons of petroleum, oil, 
and lubricants were 260,405, while the tonnage of all other commercial manv- 
factures and miscellaneous was 90,379. 

Thus, instead of accounting for 59.2 percent of the commercial tonnage as the 
Tuggle letter states, the manufactures and miscellaneous group, other than POL 
(commercial shipments), constitutes only 15.2 percent of the commercial ton- 
nage, and not quite 6.4 percent of the total tonnage. 

The Tuggle letter apparently intended to cast doubt on the conclusions, ex- 
pressed by General Manager R. H. Anderson of the railroad, that “very littie 
railroad traffic would be subject to ICC regulation,” and that “approximately 90 
percent tonnagewise—S80 percent revenuewise—of the traffic of the Alaska Rail- 
road moves on local billing.” Under the circumstances it seems worthwhile to 
present a breakdown of the overall tonnage carried by the railroad from the 
standpoint of its susceptibility to ICC regulation. 

The following analysis tells the story: 


The Alaska Railroad carload freight tonnage, fiscal year 1958 


Commercial : Percent 
Groun* i. -Prodnets: of agricultare. |... =... 3, 493 0,2 
Group II. Animals and products_....__________________ 242. (‘) 
rroup III. Products of mines (other than coal) __~____~_ 3, 571 3 


Group. IV. Products of forests__........... - ; 18, 212 1.3 
Group V. Manufactures and miscellaneous (other than 
POL) 


90, 379 6.4 








i_oeupaws. sorwercer treme... es oe eee nde 40, 597 2.9 
TUOsal Sipsect tO ICC reguiauion..266c5 6s ceeek cucu 156,494 11.1 
a a 176, 061 2.5 
rn i 260,405 18.4 
Uren I i cen de 820,085 58.0 
Total not subject to ICC regulation__________________ 1, 256,551 889 

Total carload freight........._.____ Si cae an cal 1, 413,045 100.0 


1 Less than one-half of 1 percent. 
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It may be conceded that a very small proportion of the commercial POL, 

robably about 5 percent, might be subject to ICC regulation, being shipped in 
P kaged form. On the other hand, certain of the items listed above as subject 
ICC regulation probably should not be; for example, most of the “products 
of mines (other than coal)” consists of stone and rock, gravel and sand, which 
js likely an intrastate movement la rgely. ; 

It is concluded that Mr. Anderson's statement that only about 10 percent of 
the tonnage would fall under ICC regulation is approximately borne out by the 
facts, as shown in the tabulation given above. 

Mr. Coutrer. Thank you, sir. 

Mr. Harris. Very well, let the information be received and included 
inthe record along with your statement. 

Does that conclude your statement, Mr. Coulter? 

Mr. Covuurer. Yes, sir. ; 

Mr. Harris. I observe you have with you, as you explained, Mr. 
Fitch, who is a special representative of the general manager of the 
railroad. 

Does Mr. Fitch care to make a statement ? 

Mr. Coutrer. Yes,sir. He is right here. 

Mr. Harris. I think perhaps it would be appropriate to receive 
this statement at this point before we ask any questions, so, Mr. Fitch, 
you ma proceed with your statement. 

Mr. an Mr. Chairman, my name is Edwin M. Fitch. I am the 
special representative of the General Manager of the Alaska Rail- 
road and my permanent headquarters are in the Office of Territories, 
Department of the Interior. 

My work for the railroad, however, requires me to be in Alaska at 
least once a year and I think I probably spent at least 2 years, if 
you add all my trips together, in the rail belt area of Alaska. 

The General Manager of the railroad, Mr. R. H. Anderson, who 
was formerly general superintendent of transportation for the Rock 
Island Lines, sends his regrets through me that he cannot be here 
and I will do my best to substitute for him and give his and my own 
reasons for opposing the part of this bill which would transfer juris- 
diction over the railroad with respect to regulatory matters to the In- 
terstate Commerce Commission. 

I would also like to add here that we appreciate the friendly atmos- 
phere of this hearing. We have friends on the Interstate Com- 
merce Commission and we do not feel at all antagonistic to the Com- 
mission. We are trying our best to peer through a maze of a rather 
complicated fact and come to some conclusions that all of us can agree 
upon. 

Mr. Harris. I think in view of the time limitation, Mr. Fitch, and 
you have a rather lengthy statement here, if you will include it in 
the record and give a brief summary of it, it might be advisable. 

(Prepared statement of Mr. Fitch follows :) 


STATEMENT OF EDWIN M. Fitcn, Specran REPRESENTATIVE OF THE GENERAL 
MANAGER OF THE ALASKA RAILROAD 


Mr. Chairman, my name is Edwin M. Fitch. I am the special representative 
of the General Manager of the Alaska Railroad and my permanent headquarters 
are in the Office of Territories, Department of the Interior. I have worked 


for the Alaska Railroad for 11 years and have made many trips to Alaska in 
connection with my job. 
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I am proud that my first experience with the railroad industry was as a mem- 
ber of the staff of the late Joseph B. Eastman both when he was Federal Coor- 
dinator of Transportation and when he was head of the Office of Defense Trans. 
portation. I would not put undue emphasis on the fact that I am a Rhodes 
scholar with a degree from the University of Oxford, and that I also have g 
Ph.D. degree in economics from the University of Wisconsin. But I think these 
things, as well as my work for the Alaska Railroad, have a bearing on my qual- 
ifications to appear as a witness before this committee. 

The General Manager of the Alaska Railroad, Mr. R. H. Anderson, and for- 
merely general superintendent of transportation for the Rock Island Lines, sends 
his regrets that he cannot appear before you at this hearing, and I will do my 
ae to substitute for him. I wish to give his reasons and my own for opposing 

is bill. 

H.R. 6244 amends the Interstate Commerce Act but it also amends the act of 
March 12, 1914, under which the President of the United States was given author. 
ity to construct and operate a railroad in Alaska. This authority has in tury 
been delegated to the Secretary of the Interior and, through the Office of Terrj- 
ories, responsibility for operating the railroad, though not for determining 
broad questions of policy, has been delegated to the General Manager. 

We call this law our enabling act and we have operated under it for a good 
many years. 

We have recently indicated a desire to amend this law ourselves. The Depart- 
ment has submitted a bill, to incorporate the Alaska Railroad, to the Speaker of 
the House and the President of the Senate. I understand that this bill has been 
referred to the Senate Committee on Interstate and Foreign Commerce and to 
the House Committee on Interior Affairs. I understand also that this bill hag 
not yet been introduced. The incorporation bill makes clear that the Alaska 
Railroad must follow the rules of the Administrative Procedures Act but does 
not place us under the regulatory authority of the Interstate Commerce 
Commission. 

The heart of H.R. 6244, and one of our principal concerns about it, is the eco- 
nomic regulation by the Interstate Commerce Commission of our tariff rates. 
Actually, the Alaska Railroad filed its tariffs with the Interstate Commerce Com- 
mission for a good many years. We hope the Commission will take it as a com. 
pliment that we also followed Interstate Commerce Commission procedures in 
the publication of our tariffs even though not required by law to do so. But in 
1953, the Commission asked us to discontinue placing ICC numbers on our tariffs. 
We complied with this directive but we continued to follow ICC procedures in 
the issuance of tariffs. We still file these tariffs, for information purposes only, 
with the Commission. 

Nearly all our tariffs and tariff supplements are issued on 30 days’ notice, the 
statutory notice required of carriers covered by part I of the Interstate Commerce 
Commission Act. Where rate reductions only are involved we sometimes publish 
on 10 days’ notice. This also follows Commission procedure. In rare instances 
we have issued rules, not rates, on 1 day’s notice. We have also followed the 
hours-of-service regulations of the Commission, its regulations on the issuance of 
passes, and we are not afraid of ICC inspectors examining any of our equipment 
or operating practices in terms of safety regulations. 

Thus for years we have paid our compliments to the Interstate Commerce 
Commission, by voluntarily following Commission regulations and practices, even 
though not required by law to do so. 

Yet we are opposed to this bill. We appreciate the opportunity your commit- 
tee is giving us to explain why we oppose it. 

Our primary opposition arises from our belief that the bill is based on the 
assumption that the canons of economic regulation applicable to a private rail- 
road are equally applicable to the Alaska Railroad. We believe this assumption 
to be both false and to be dangerous to the people of Alaska. And this is why 
we believe the first result of this bill, through the process of complaints and 
hearings, would inevitably result in an increase in our tariffs. I should like 
to give you just one example that we think proves this point beyond a doubt. 

In the course of the years the Alaska Railroad has been given by the Congress 
more than $150 million in interest-free capital. Were it not for that interest- 
free capital the Alaska Railroad would not now exist. We have also been told 
by Congress that we are to aid the Military Establishment and assist in the 
development of Alaska. We have been told by congressional committees that 
we must do these things without asking Congress for appropriations to meet 
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deficits or future requirements for capital improvements. The Secretary of 
the Interior and the Congress have thus been, in respect to economic regulation, 
our Interstate Commerce Commission. 

In about 1950, our costs had so increased that we felt we could not do these 
things without an increase in freight rates. _ Therefore, we proposed a 10- 

recent increase in our tariffs. The opposition in Alaska was immediate. Tele- 
grams descended on the Secretary of the Interior. We decided late, but not too 
late, that we would try to find an alternative to an increase in freight rates. 

We found such an alternative that we do not think would have been available 
to us had we been subject to the Interstate Commerce Act. . We have in Alaska 
the military port of Whittier and the commercial port of Seward. Lines from 
these two points join at Portage, 50 miles from Anchorage. The route from 
Portage to Whittier is a 12-mile water-level haul. The route from Portage to 
Seward is 64 miles long from sea level at Portage over the Kenai Mountains to 
gea level at Seward again. Here are the steepest grades found anywhere on the 
main line of the Alaska Railroad. Clearly, it is far less costly to the railroad to 
ship to Anchorage and Fairbanks from Whittier than it is from Seward. But 
commercial tonnage generally, with some exceptions, is not permitted by the 
Alaska Command to move through the military port of Whittier. 

Consequently, we equalized the rates from the two ports. That meant that 
we were charging more than our costs justified from Whittier and less than our 
costs justified to Seward. In reality we said to the military “Since you will not 
let the citizens of Alaska take advantage of the cheaper route from Whittier, 
we will ask you to bear a higher proportion of our costs so that Alaskans can 
get some benefit from the existence of Whittier even though generally they 
are excluded from using this cheaper route.” The military were willing to go 
along and we obtained our needed increase in gross revenue from this device. 

What, under the regulatory policies which the ICC by law must apply to 
private railroads, would happen to this rate situation if it was protested by 
our truck competitors? And protest they would since motor carriers insist to 
this day that the only reason we are charging relatively high rates from Whittier 
is because there is no highway to Whittier. 

The Interstate Commerce Commission regards regulatory standard, that 
competitive rates must be compensatory, as one of its most important regulatory 
principles. Compensatory sometimes means out-of-pocket costs. Sometimes 
it means considerably more. The Commission itself has some difficulty in 
giving this term a general definition. In this instance, however, all definitions 
would include all the costs of the Seward end of the railroad except Anchorage 
overhead. Our rates produce revenues lower than these costs. We conclude 
that the Commission would have no alternative but to require that we increase 
our rates for goods shipped from Seward, which means practically all the 
commercial traffic coming into the rail belt of Alaska. 

It is plain from this illustration that we do not need regulation to protect 
shippers from the results of our ratemaking policies. Our ratemaking history 
proves that we are under the strongest pressures to keep our rates as low as 
possible. Under our present law we have a freedom to follow this kind of 
tariff policy which we would not have under part I of the Interstate Commerce 
Act. 

We are sure that Congress has justified their previous approvals of this 
policy from the twin facts that Alaska is still a pioneer country and that, from 
a defense standpoint, many things in Alaska must be justified on the basis of 
standards that are not appropriate to a completely commercial operation. If 
the Alaska Railroad could be successfully operated on principles appropriate 
to ordinary commercial enterprise it would not be Government-owned and 
operated today. But Alaska and the Military Establishment need the railroad. 
While we think the railroad’s financial statements have been creditable to its 
management, and to the Government, the need for the railroad cannot be 
measured merely in terms of these financial statements. 


THE PROBLEM OF FAIR COMPETITION 


If regulation of the Alaska Railroad is not needed to protect the public from 
unfair and discriminatory rates, is it needed to prevent the railroad from pur- 
suing unfair competitive practices? 

At the outset let me say that the Alaska Railroad is not blind to the fact that 
it is competitive with motor carriers. We submit, however, that our piggyback 
and container operations have greatly reduced these competitive problems. We 
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grant that, if we have engaged in unfair competitive practices, someon 
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have the authority to make us see the error of our ways. We regret that ir 


: a » . . : . mo 
carriers have not seen fit to carry their complaints in this respect to the Seemann 
of the Interior. I only recall one case in which this has been done. It 2 


significant that, in this case, the charge was made that we were se 
too low. 

Basically, the charges of discrimination that have been made by the moto 
carriers against the Alaska Railroad are not supported by the evidence I 
invite your attention to the Senate majority report on S. 1508 on this point, 
Not a single instance of unfair competitive practice was listed in that report 
We think this is so because no such evidence exists. : 

I should like to reply briefly to the major trucker charges that were made at 
the hearing before the Senate Committee on Interstate and Foreign Commerce 
on S. 1508, even though the committee did not detail those charges in its report, 

I should like first to refer briefly to charges made by representatives of motor 
carriers at the Senate hearings on S. 1508, some of which are true and some of 
which are untrue, but which, if I read part I of the Interstate Commerce Act 
correctly, the Commission would do nothing about even if we were regulated 

It is charged that we allow our customers improper credit. Where freight is 
not prepaid, we allow 120 hours from receipt of shipment for payment of charges, 
But some of our customers’ paying offices are at a great distance from Alaska jp 
the other 48 States. Where it is impossible for payment to be received in 129 
hours, we do not count the customer delinquent when the 120 hours are exceeded 

This is a situation that is prevalent throughout all of the States in connection 
with both privately owned railroads and trucklines and, in our opinion, would be 
no different in Alaska with the Alaska Railroad, even if and when it were to be 
placed under the regulation of some regulatory body such as the Interstate 
Commerce Commission. 

Any account of the Alaska Railroad that pays its freight bills from an address 
that is located within a distance that permits it to pay within the 120-hour period 
is considered delinquent when it does not do so. 

It is charged that we try to avoid leasing Alaska Railroad land along our 
tracks to shippers who do not intend to ship via the railroad. Of course this 
charge is true. We are not in the general real estate business. We are a rail- 
road and Congress and Federal land authorities gave us land along our tracks 
because it had a railroad use. 

In attempting to insure wise use of this land, and, in view of its limited extent, 
the railroad questions each applicant as to his need for this land in connection 
with shipping via the railroad, stating to the applicant that there is plenty of 
privately owned land available if he does not anticipate substantial portions of 
his freight movements occurring over the railroad. At no time has undue pres- 
sure been brought to bear on applicants. Certainly, there is no percentage of 
total freight movement requirement made on applicants. In fact, many railroad 
industrial land leases are completely inactive due to the tonnage moving via 
trucklines, but the railroad has never canceled such leases. It has canceled a 
few leases because of total inactivity of the leaseholder so that the land could be 
given to an active shipper. 

In any event, it is inconceivable that the Interstate Commerce Commission 
would question the right of a railroad to lease land along its tracks to those 
who wish to be near the tracks because they intend to use them. We would 
rather lease land along our right-of-way to a shipper by rail than to a dancehall 
operator even if the latter were willing to pay higher rent. And if two ware 
house operators apply for a lease and one intends to use the railroad and the 
other does not, we think it is quite sensible to lease the land to the rail shipper, 
since it is clear that such a shipper has a far greater need to be located along 
a railroad track. 

It is charged that we have a good deal of curiosity about motor carrier tariffs 
and that we examine them carefully as quickly as we can. We assume that 
motor carriers do not regard themselves as morally derelict when they do the 
same. We wish they would study our tariffs more carefully so that their 
knowledge of them was more accurate. But it is untrue that we take ship- 
ments at rates lower than the rates in our published tariffs. 

Within reasonable limits we try to meet motor carrier competition, but only 
where changes in rates will increase our net earnings. Constant requests for 
tariff rate and rule changes are received by the railroad from shippers and 
receivers. Careful and analytical consideration is given to each such request 
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d appropriate changes are made in those instances where a change is neces- 
an to remove inequities or to otherwise stay abreast of changes in packaging, 
ne Aho flows, new methods of handling, etc. 

ager oe my 11 years with the Alaska Railroad, I have watched the Alaské 
wae industry grow from a small to a large industry. _As new highways 
pave been completed and black-topped (and most of these highways were built 
by the same Interior agency that runs the Alaska Railroad) I have seen a great 
deal of freight taken from the railroad. I suggest that some Alaska motor 
carriers are OW worried because, through our container program, we are get- 
ting some business back to the railroad. ! anne 

It happens that we are probably the most enthusiastic promoter of container 
shipments of any railroad in the United States. _We are Just now spending 
nearly $1 million more for container and allied equipment. I think it is signifi- 
cant here of our general financial responsibility that we have not reduced rates 
on freight shipped in containers although our costs of handling are far less than 
for loose-stow cargo. We do not do this because our overall financial situation 

i srmit it. 

"7. aoe like to mention here again that, through our container and piggy- 
pack program, we have greatly increased our cooperation with motor carriers 
and greatly increased our competitive problems with them. It is significant that 
most of the charges against the Alaska Railroad have been made by motor car- 
riers who will not piggyback with us even if they would save money by doing so. 

We do not feel that regulation by the Interstate Commerce Commission would 
change our competitive practices as far as the adjustment of individual rates 
are concerned. It is uncertainty over general ratemaking policies that gives 
us our major grounds for opposing this bill. 

It has been charged that we compete unfairly with motor carriers through the 
use of our own trucks. The truth of the matter is that the only transporta- 
tion service we perform in our own trucks is that of local pickup and delivery. 
Surely we would be permitted to perform this service if we were under the 
Interstate Commerce Commission. 

If we were operating 100 percent in accordance with the business principles 
of private railroads, as the proposed bill seems to contemplate, I am sure that 
the trucks would have far more cause for alarm as far as our use of trucks is 
concerned. Our enabling act would allow us to use over-the-road trucks. But 
we are hoping for more and more cooperation with truckers in Alaska. We 
know we would never achieve this goal if we went into the business of over- 
the-road trucking. 

Motor carrier representatives have charged that we compete unfairly by 
paying substandard wages. The Commission, of course, has no authority to fix 
wage rates, even if the charges were true. But the charge is fantastic and 
we would like the record to show it. We pay our laborers $3.06 per hour, or 
more than $500 per month. Wage rates for semidrivers for local delivery are 
$3.47 per hour, or $601.417 per month without overtime. The single-truck de- 
liveryman wage rate is $3.407 per hour, or $590.55 per month without overtime. 

In addition to these hourly rates, railroad employees are entitled to insur- 
ance, a health and welfare program, dependents’ health and welfare coverage, 
annual leave of 13 to 26 days (workdays) per year, sick leave of 13 additional 
days per year, pay for 8 holidays, compensation for injuries which provide two- 
thirds to three-fourths of the earnings while time is lost, and retirement bene- 
fits which exceed benefits received by railroad employees in the other States or 
trucker employees. 

We pay our train and enginemen the rates paid on the Northern Pacific Rail- 
way, plus 37 percent for higher Alaska living costs. Our highest paid conductor 
or engineer will probably get about $15,000 for his work this year. We have a 
passenger run from Anchorage to Fairbanks on which we only permit the crews 
to work 3 days per week, or their earnings would be higher yet. If they worked 
4 days per week on this run throughout the year they would make about the 
Same pay as the general manager. I have seen tabulations of annual earnings 
of Alaska Railroad employees in which either the second or third highest paid 
man on the railroad was in train and engine service. There are a good many 
trainmen and enginemen whose salaries are greater than those of most of the 
rest of the officials of the Alaska Railroad, including your witness. 

Nonoperating employees of the Alaska Railroad, including truckdrivers, receive 
on the average about 45 percent more than their counterparts on stateside rail- 
roads. You will be interested to know that those wage rates, with few exceptions, 
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have been set in collective bargaining conferences with representatives of nationg) 
unions, most of them railroad unions. 

I have referred to the preceding charges because we who represent the Alaska 
Railroad want the record to show our answer to them. Yet they are really not 
important to this hearing because regulation by the Interstate Commerce Cop. 
mission would not really change what is true about them. 

The more serious charges made by trucker representatives concern the pybji. 
cation of our tariffs and allegations that we are not bound by them and that we 
make preferred deals with preferred customers. 

These charges are not true. We do not charge any commercial shipper a rate 
that is not in our published tariffs. The rates charged the military are either jp 
our published tariffs or in military tenders which are public information. Every 
motor carrier has the right and opportunity to take advantage of our piggyback 
tariffs on the same terms as any other motor carrier. 

We have done our best to follow the tariff publishing rules of the Interstate 
Commerce Commission even though we are not required by law to do so, 

Where shorter than statutory publication notice was needed, we have weighed 
the reasons for such shorter notice carefully and, out of our knowledge of the 
Interstate Commerce Commission’s past rulings, we have made our decisions ag 
to whether to publish on shorter notice or not. When we felt that the Interstate 
Commerce Commission would not have granted permission for shorter notice, we 
have not used shorter notice. It is admitted that our feelings as to the Commis. 
sion’s probable ruling quite possibly are not infallibly correct, but we Strongly 
felt so each time shorter notice was used. 

With reference to motor carrier testimony that short notice (1 day’s notice) 
was used in connection with the Alaskan Railroad’s tariff 37-E, we respectfully 
advance the theory that this is a dock terminal tariff and would be free of 
Commission jurisdiction even if the Alaska Railroad were regulated by the 
Commission. Further, since dockworkers’ wages are subject to frequent changes 
(sometimes retroactively) we published item 290 in the original subject tariff 
to warn that such wage charges (see item 310 of tariff) would be “* * * subject 
to change without notice.” We allow 1 day’s notice even on this kind of change. 

Items 205 and 210 of Alaska Railroad tariff 37-E provide for the collection of 
a service charge against the ship on shipments that are not moving on through 
ocean-rail billing via the Alaska Railroad. This is because the Alaska Railroad's 
proportion of such through rates contain an element to offset the need for such 
revenue. For movements beyond the port by railroad, our rates contain no off. 
setting charge and it is, therefore, necessary to collect one. There is no other 
way to obtain payment for furnishing this service over the dock except to collect 
a charge for it. 

Motor carrier representatives have charged that the present piggyback rates 
and arrangements are flagrantly discriminatory and refer to items 1050 through 
1065 of the Alaska Railroad local freight tariff 16-F as containing rates for other 
than a favored few of the motor carriers piggybacking freight over the Alaska 
Railroad. It is true that the rates contained in items 1065 of this tariff are 
higher than the rates charged those motor carriers consistently shipping their 
vans piggyback over the railroad throughout the year. These rates, however, 
are not as much higher as motor carrier representatives contend since we pur- 
posely gave strong consideration to the advantages accruing to the roalroad under 
any piggyback movement and have depressed the rates referred to, to a level 
considerably below the rates that would apply on the same freight moving in the 
conventional manner. 

While it is true that these rates, as contained in items 1050 through 1065 of 
our local tariff, are considerably lower than our normal and ordinary freight 
rates on like commodities, they are still somewhat higher than those in effect for 
motor carriers who piggyback regularly and in volume over the railroad. This, 
we feel, is consistent with the long-established policy of both rail and motor 
carriers to offer rate reduction incentives for volume movement. An example 
of this, in other than piggyback service, would be the lower rates that are 
applicable when moving greater carload amounts. A further example would 
be the history of establishing lower rates for piggyback services by privately 
owned rail carriers than they apply on normal freight movements. We feel that 
the rates, as contained in items 1050 through 1065, are most reasonable and 
just. 

It must be borne in mind, however, that the rates for occasional piggybacking 
that are contained in items 1050 through 1065 of our local tariff have not as yet 
been applied against protesting motor carriers since we have not as yet removed 
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weaver Bros., Inc., and Alaska Freight Lines from the regular piggyback ar- 
rangement. Therefore, even though those two carriers only piggyback via the 
Alaska Railroad during the spring breakup season, they have continued to enjoy 
the very same rates for such service as have been charged Garrison Fast Freight 
(division of Consolidated Freightways) and others, who consistently and regu- 
jarly piggyback via the Alaska Railroad. 

It is charged that the railroad has told truckers that they would be required 
to ship 80 percent of all their railbelt traffic via the railroad’s piggyback service 
if they were to enjoy our special piggyback rates. It is true that we had at one 
time contemplated requiring the signing of such a contract by all of the motor 
carriers desiring to piggyback freight over the railroad, but we long ago decided 
to drop this plan. However, it is true that we are still considering dropping 
from the piggyback division sheet those few motor carriers who do not piggy- 
pack their freight over the railroad regularly and consistently. Preparatory to 
any final decision to do so we published the referred to rates, carried in items 
1050 through 1065 of our tariff 16-F, to provide a line of rates for the use of 
such motor carriers that would be materially lower than our regular rates but 
somewhat higher than the rates that could be enjoyed by the consistent and 
regular piggyback motor carriers. We think that this is a sound and reason- 
able policy and even though we have not implemented it as yet, we have indicated 
our probable desire to do so in the future. 


OTHER COMMENTS ON THE PROPOSED LEGISLATION 


The General Manager of the Alaska Railroad submitted a statement on that 
part of the House bill dealing with the regulation of the Alaska Railroad at the 
Senate hearings on 8. 1508. I hope it will be appropriate for me to file a copy of 
that statement as part of this record. I would like to summarize briefiy some 
of his specific comments. 

First, the Alaska Railroad would be caught in a crossfire of accounting and 
reporting requirements from the Commission, the General Accounting Office, the 
Bureau of the Budget, and the U.S. Treasury. 

Some time ago, I participated in a meeting of Interstate Commerce Commis- 
sion and General Accounting Office officials who tried to resolve this problem. 
Each agency was adamant in insisting that its requirements would have to be 
paramount. No agreement was reached and the proposed bill gives the Com- 
mission the paramount authority. But that would not absolve our responsibility 
to the other agencies concerned. It seems to us that we would end up with two 
sets of books and records, to satisfy everybody, and this would be costly, waste- 
ful, and unreasonable. 

Second, the Commission itself has stated that regulation could hardly be ex- 
pected to be successful unless at least 50 percent of the traffic were covered. 
Over half our traffic is for the direct account of the military and, under section 
22, this traffic would not be regulated. Of the commercial traffic, most would 
be local by Interstate Commerce Commission standards. Mr. Coulter, repre- 
senting the Department of the Interior, has pointed out that an impression to 
the contrary has been gained from a failure to exclude bulk petroleum products 
from the percentage of our traffic allocated to interstate commerce. 

Third, we do not feel that the standards applicable to contract and common 
carriers are fair to the common carrier. 

Fourth, we believe that the existence of the Haines-Fairbanks military pipe- 
line for petroleum products gives the Alaska Railroad unique problems which 
could not be resolved under the Interstate Commerce Commission rules applica- 
ble to private railroads. 

CONCLUSION 


In conclusion, we believe that the application of Interstate Commerce Com- 
mission regulatory standards to a Government-owned railroad in Alaska is 
replete with uncertainties that are very difficult to resolve in advance. If regu- 
lation by the Commission is to come, we should walk before we run and we 
concur with an earlier suggestion of Senator Magnuson, that the Interstate Com- 
merce Commission might well undertake a thorough study of transportation rates 
and charges that affect Alaska, including those of the Alaska Railroad. If we 
had such a study now we would not be flying blind to the extent that we think 
the proponents of the proposed legislation are doing. 

We have also made a suggestion as to what should be done in the meantime. 
The real motive behind this proposed legislation, as it affects the Alaska Railroad, 
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is a feeling that if Alaska truckers are regulated, as they now are, it is unfair 
for their principal competitor, the Alaska Railroad, not to be regulated, too, 
I am sure also that the truckers hope that regulation will force the Alaska Rail. 
road to increase its freight rates, except for piggybacking. 

We believe that trucker charges of unfair competition stem more from com. 
petitive enthusiasms than from sober fact. But we would like to see the truckers 
have their day in court. If we who are responsible for the operation of the 
Alaska Railroad are right, the facts will bear us out. 

We have, therefore, suggested that the Interstate Commerce Commission pe 
given the authority to entertain and investigate complaints as to Alaska Rai). 
road tariffs from either truckers or shippers, and make recommendations ag to 
these complaints to the Secretary of the Interior. The Secretary would then pe 
free to adopt or modify the recommendations in the light of the public purpoges 
for which the railroad exists. We think that recommendations of the Commis. 
sion would be given very serious consideration by the Secretary of the Interior 
and, if an actual case of unfair competition or discriminatory practice were 
uncovered, there can be no doubt that the Secretary would act to eliminate 
the unfairness even though the Interstate Commerce Commission findings were 
not regarded as legally binding. 

Such a procedure would also have the virtue of disclosing the main problems 
which mandatory regulation might be expected to encounter. It would provide 
valuable evidence as to whether such mandatory regulation would in fact be 
necessary. Here is a commonsense solution of the immediate problem to which 
we hope your committee will give very serious consideration. 

Mr. Firen. I will do my best to do so, sir, and with that advice 
may I proceed directly to what we consider the heart of this problem, 
namely, the two questions: 

(1) What would regulation by the Interstate Commerce Com- 
mission do to our rate structure; and 

(2) Is it necessary, in view of our relationship with the 
truckers to have a Federal agency other than the Department of 
the Interior take a look at our competitive situation ? 

It happense that over the years we have paid the Commission the 
compliment of trying to follow their procedures when it comes to 
publishing tariffs, as far as possible. We normally give what is called 
30-day statutory notice and when we give shorter notice on tariff 
changes, we try to follow what we think the Commission would have 
done if they had jurisdiction over us. 

On the question of rates, while we are in agreement with Chairman 
Tuggle, that, of course, we would have control over our rate struc- 
ture if it depended entirely on our initiation of a rate procedure, and 
obviously we are satisfied with our rates and we are not going to pro- 
pose an increase; that isn’t what we are afraid of. 

The heart of the matter is the section of the Interstate Commerce 
Act, title I, and I believe it is 15a which provides the rule of rate- 
making. It is long settled in regulatory decisions of the Commission 
and in court decisions, as Mr. Tuggle pointed out, that rates must be 
compensatory. 

What would happen, then, if this bill became law would be some- 
— like this: We would file a series of rates and immediately the 
truckers would protest on the grounds that our rates were not compen- 


satory, and in our opinion our rates are not compensatory in terms 
of the canons of what constitutes compensatory rates which the Inter- 
state Commerce Conunission follows. 

In the first place, we have more than $150 million in interest-free 
capital supplied by the Federal Government. The Interstate Com- 
merce Commission does not permit a private carrier to ignore a fair 





retur 
cases 
vente 


rope 
, In 


charg 
out e1 
If 
whicl 
of Se 
Sol 
direc! 
and t 
ment: 
incre 
Te! 
we hs 
decid 
and t 
that j 
Ma 
He 
the r 
tunne 
car t. 
We 
bran 
Mou 
down 
Alasl 
Ob 
of th 
and | 
Wi 
Rail 
equal 
Th 
up fe 
The: 
road 
we di 
Wi 
the r: 
Wi 
not | 
char; 
from 
pens 
Sew: 
to in 
thror 
I; 
that, 
wou 





ALASKAN INTERSTATE COMMERCE ACT 145 


return on investment even if the carrier wants to do that, and there are 
eases in which the Commission has denied, and overruled, and pre- 
vented a railroad from putting in a low rate because it did not have a 
proper allowance for return on investment. 

In our case we are even worse off than that because we do not 
charge even compensatory rates, even though on the overall we come 
out even. ; 

If you forget about fair return, we have a very interesting case 
which I think proves this point, and that is our rates from the port 
of Seward and the port of Whittier. 

Some years ago we were convinced that we could not follow the 
direction of the congressional committees; namely, that we break even 
and that we make enough to support a modest program of improve- 
ments, without an increase, and so we filed notice of a 10 percent 
increase. 

Telegrams descended on the Secretary and protests were made and 
we had to rescind that, but we still had to have more revenue. So we 
decided that we would try to equalize rates between the port of Seward 
and the port of Whittier to other points on the Alaska Railroad, and 
that is exactly what we did. 

May I describe the geographical situation ¢ 

Here is Whittier down on the coast where the Kenai Peninsula joins 
the rest of Alaska. We have a 12-mile railroad through two long 
tunnels, so straight and so level that I think I could push a freight 
car through it with a crowbar if you gave me enough time. 

We have 64 miles from Portage—Portage is where the Whittier 
branch connects with the main line—which is sea level—over the Kenai 
Mountains, through some of the most beautiful scenery in Alaska, 
down to Seward at sea level again, some of the steepest grades on the 
Alaska Railroad. 

Obviously it costs us far more to take freight trains over the grades 
of the Seward end through that 64 miles than through that straight 
and level 12 miles from Portage to Whittier, so what did we do? 

We charged the same rates from Whittier to points on the Alaska 
Railroad, say, Anchorage, that we do at Seward. In other words, we 
equalized the rates. 

The result of that is that the truckers are quite right; we are making 
up for our losses on the Seward end by our gains on the Whittier end. 
The truckers insist the only reason we do that is because there is no 
road to Whittier. There is no road to Whittier, but that wasn’t why 
we did it. 

We had to have more revenue and the way we got it was to equalize 
the rates. 

We are convinced that the Interstate Commerce Commission could 
not permit that under its regulatory standards because we are not 
charging compensatory rates, so that the Commission on protests 
from the truckers, with our admissions that we are not charging com- 
pensatory rates on that portion of our traflic which flows through 
Seward, would be forced, we think, by its own regulatory standards 
to increase the rate on every pound of commercial freight that moves 
through the port of Seward. 

I am not sure how much increase that would cause, but, remember, 
that would not be on our motion. That would be because a protest 
would be made and the Commission would have to act on that pro- 
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test in accordance with its long-established principles of what con. 
stitutes compensatory rates. 

Even more than that, though, and here is where our 20 to 30 percent 
comes in. We have never held that immediately on the passage of 
this law rates would be increased 20 or 30 percent. 

What we have said is that if the Commission follows the practicgs 
which it follows on private carriers, it will have to include a fair 
return on investment, and even if that is only the commercial pa 
that we are so far from earning that fair return that if we had to do 
it we would have to increase our rates probably around 20 percent, 

May I say here that our basic issue, I think, with the Commission 
is this: that if we were a carrier operating on the financial principle 
of a private railroad, we would have no objection to this, but we 
aren’t. 

The only reason the Government owns this railroad and is operat- 
ing this railroad is because you can’t operate it on the same kind of 
financial policies that a private railroad follows. 

If we were able to take this kind of regulation, we would be sold 
to a private carrier and he would be the one who would be dealj 
with the Commission. But here is a question where Congress has suid 
“We want a railroad to Alaska. We want it even though you can’t 
make all the costs which would be normally assessed against a private 
carrier.” 

I think Congress is quite right. Our whole Defense Establishment 
depends on that railroad. Millions and millions of dollars of prop- 
erty value depend on that railroad and in the overall picture we think 
the United States has gained by establishing a railroad even though 
you can’t get a full return of all the costs that would be assessable 
against a private carrier. 

As soon as we are in that position, we think the railroad will be 
sold to a private owner. 

Mr. Busu. What is the distance from Fairbanks down to Whittier 
or Seward ? 

Mr. Frrcen. From Fairbanks to Seward is 470 miles. 

Mr. Busx. And from Seward to Whittier, you say 64 miles! 

Mr. Frrcw. From Portage to Seward is 64 miles. It is about 420 
miles from Fairbanks to Whittier. 

I am sorry to be confused here. It is 470 miles from Seward to 
Fairbanks. You travel the first 64 miles and you get to Portage 
where the line from Whittier joins it and then it is 12 miles to Whit- 
tier from Portage. Then you go on 50 miles to Anchorage and 370 
miles further to Fairbanks. 

Maybe I haven’t clarified that. 

Mr. Harris. Seward is a commercial port, is it not? 

Mr. Fircu. Yes. 

Mr. Harris. No commercial freight can be permitted to go through 
Whittier; is that right? . 

Mr. Fircn. There are small exceptions, sir. There is some com- 
mercial oil that comes through Whittier and there is a lumber mill 
which is cutting timber in the Whittier area, and because they can’t get 
their timber out any way except by the railroad, they do permit that 
lumber to come through the port. Otherwise, the military says to us, 
“You cannot use Whittier as a commercial port,” and so really our 
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pasis for equalization was telling the military, “Now, look, you won’t 
let us use the cheap route. We want to give the people of Alaska 
the benefit of that cheaper route, so we ask you to pay more for your 
share so that we can charge less for the Seward end.” 

The net result of that is we are giving the people of Alaska the 
penefit of the existence of the port of Whittier even though com- 
mercially they can’t use it as a general proposition. 

Mr. Harris. That means approximately 90 percent of the traffic 
originates at the Whittier port and 10 percent from the Seward port; 
is that correct ? 

Mr. Frrcu. No. I think it is probably around 40 as against 60. 

Actually, there is some military traffic that for reasons that the mil- 
itary deems wise moves through Seward and there is some commer- 
cial traffic, as I said, that moves through Whittier. My guess would 
be about 40 percent through Whittier and about 60 percent through 
Seward. 

Mr. Harris. More of it originates in Seward than it does in Whit- 
tier? 

Mr. Fircu. Yes. 

Mr. Harris. I gathered from the statement made by Mr. Coulter a 
while ago that Mr. Anderson said that 10 percent would come under 
the common carrier regulation and 90 percent under section 22. 

Mr. Coutter. Ten percent, we felt, of the tonnage would be subject 
to ICC regulation. 

Now, the tonnage that is civilian is about 40 percent, but three- 
fourths of that is coal, which is all intrastate, and oil, which is almost 
all intrastate, giving only about 10 percent of the total traffic which 
would be regulatable by the ICC under their normal rules or under 
this bill. 

Mr. Frren. In other words, of the commercial traffic a large part, 
while it travels on local billing, and local billing is not the siaditen 
we grant that, but it moves in bulk like the oil into big tank farms at 
Seward and Whittier, and we never know when it goes into the tank 
where it is going after that. So it moves on local billing from those 
tanks and in our judgment that would be intrastate movement. 

I should like to turn briefly to the problem of fair competition. 

We recognize that we are competitive with the motor carriers. We 
think, however, that our piggyback and container operations have 
greatly decreased our competitive problems with the motor carriers. 

We also grant that if we engage in any unfair practices, we think 
somebody should call us to account, but we feel that the Secretary of 
the Interior is in position to do that. 

I think the Commission has the feeling that the Secretary is a 
manager of the railroad just like the president of the Union Pacific 
and that therefore he would tend to overlook our moral derelictions 
if we had any, but actually, the Secretary I think as a representative 
of the public is above that sort of thing. I know that the labor union 
people, unlike the motor carriers, are quick to go to the Secretary with 
complaints about what we do, and sometimes I think that they have 
more influence with him than we do. 

At any rate, I know perfectly well from that labor experience that 
the Secretary does not automatically take the side of the railroad at 
all, and I do not think he would do so in the case of the motor carriers. 
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I think it is significant on this one point that the Senate committe 
report did not list a single unfair practice charged against the Alaska 
Railroad. There were some statements that we might possibly be 
guilty, but there wasn’t a single one listed there. However, there Was 
testimony before the Senate committee that we had engaged in unfair 
practices and I think it is fair to the railroad that we have in the 
record our answer to those, even though the Senate committee appar. 
ently didn’t think enough of them to list them by name. 

There are two kinds. The first kind are charges against us which, 
whether true or not, the Commission wouldn’t do anything aboui, 
We could act just as the trucker charges and there is nothing in the 
Interstate Commerce Act to prevent it. 

Let me illustrate. It is charged that we allow our customers jm. 
proper credit. Our system on items that aren’t prepaid is that the 
consignee has 120 hours to pay and if he doesn’t pay in 120 hours, he 
is delinquent. But we deal with some customers thousands of miles 
away in the Deep South, 48 States, and it is physically impossible 
sometimes for the paying office to pay within 120 hours. Just as itis 
true when similar distance problems arise down here, if it is not 
sible for the shipper to pay in 120 hours, we don’t actually count him 
delinquent until enough hours have elapsed that it was possible for 
him to pay. In our opinion the Commission would feel that that was 
perfectly proper. The truckers feel that it is not proper. 

It is charged that we try to avoid leasing land along our tracks to 
shippers who do not intend to ship via the railroad. 

Of course, that is true. We are a railroad and we were given land 
by Congress for railroad purposes. We are not in the general real 
estate business. When shippers, or when customers, or individuals, 
or companies want land from us lying along the railroad tracks, natu- 
rally we give preference to the person who has some need to be along 
the railroad track. If he doesn’t need to be along the railroad track, 
why should he lease our land? Let him lease land some place else. 

Mr. Busu. It is not your land. It is the Government’s land; is it 
not? 

Mr. Frrcn. I suppose I am identifying myself with Uncle Sam. 

Mr. Busu. I did not want to let that impression stand. 

Mr. Fircu. I mean of course it is Government land. 

Mr. Busu. The taxpayers. 

Mr. Friren. Is the taxpayers’ land and we are trying to administer 
it, we hope, as the taxpayers would like. But suppose a dancehall 
operator wanted to lease some of our land and suppose he would pay 
us twice as much rent. We would rather rent to the man who ships 
in our freight cars than a dancehall operator. 

Let’s suppose two warehouse holders bought land along our tracks. 
One of them will ship via the railroad and the other will ship only by 
truck. Naturally we would give the land to the one who shipped by 
the railroad because the land is along our tracks. Why should a per- 
son who doesn’t want to ship with us have leases along our tracks. 

That land is limited. There are more people who want it than there 
is land to give, so naturally we assign it to a railroad purpose. 

On the other hand, we actually aren’t nearly as tough competitors 
as a lot of private railroads are and we have instances where the shipper 
has gone to the trucks after leasing land from us. It is against our 
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own interest, and I suppose we ought to cancel the lease if we can find 
it has been violated, but we haven’t done it. We let him stay there 
because we just don’t want to get in to a controversy as to whether we 
are being too tough. 19% 

Mr. Busu. Since you are talking about the land, how wide is your 
right-of-way ¢ 

Mr. Frren. It varies. i's | 

I am talking about land that is in Anchorage, or Fairbanks, or 
Seward. Of course our acreage there is more extensive because we 
have big yards and we have many tracks, so that it might be in Anchor- 
age a half-mile wide perhaps. edi 

I think through the wilderness of course it is relatively narrow, but 
nobody wants to put a building along the tracks in the wilderness. 
They want it in Anchorage, or Fairbanks, or Seward, and there is quite 
a lot of competition for that land. It is valuable land, of course. At 
any rate, it is inconceivable to us that the Commission would compel 
us to lease land to people who weren’t going to use the railroad when 
that land lies right along our railroad track. 

It is charged that we have a lot of curiosity about motor carrier tariffs 
and we look at them frequently. 

We don’t think the motor carriers are delinquent or irresponsible 
if they have great curiosity about our tariffs and look at them. We 
think they should. Sure, we look at their tariffs. 

Mr. Busu. Who has jurisdiction over their rates? 

Mr. Frrcn. The Interstate Commerce Commission. 

Mr. Busu. Not the Department of the Interior? 

Mr. Frrcu. No; and we do set competitive rates. We grant that. 

Again, if any trucker wishes to complain, he can complain to the 
Secretary of the Interior. 

There has been one complaint, and it was a very extensive one, and 
it was very significant that that one complaint of a trucker that went 
to the Secretary of the Interior was a complaint that our rates were 
toolow. Actually, we had put in some lower rates on a carload mini- 
mum of 80,000 pounds, ail the truckers have a lot of trouble carry- 
ing 80,000 pounds. We don’t. We can take many cars of 80,000 
pounds. ‘Truckers can’t do that so they wanted our rates lower. 

We didn’t lower them and we do not think the Commission, if we 
were under their jurisdiction, would have required us to do so in those 
circumstances. 

Mr. Frrepet. Are you contemplating extending the railroad ? 

Mr. Fircu. No. 

There has been talk of a Healy coalfield extension, which would be 
just 2 or 3 miles. So far we haven’t built that road. Maybe some- 
time we will. 

There was talk one time of a railroad extension from Fairbanks to 
Big Delta, but the military put in an atomic plant for the production 
of power. We couldn't possibly support a line without coal. 

Just a little big more, sir, if I may beg your indulgence. 

The basic reason for the feeling against the railroad on the part 
of the motortruckers, I think, arises out of the fact that we are the 
most enthusiastic promoters of container transportation, I think, of 
any railroad in the United States. We are reducing our costs over the 
docks at Seward greatly by the use of containers on flatcars. We are 
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also providing the truckers with a piggyback service and many of the | 


truckers are our good friends and use our flatcars 12 months through. 


out the year. 

The truckers who are complaining about us are those who are on} 
willing to use the piggybacking during the period when it is physi. 
cally impossible for them to move by truck. The other truckers ay 
getting along fine with us. We don’t feel that we are treating them 
unfairly. 

I will skip over the matter of substandard wages. 

It has been charged that we compete unfairly because of substand. 
ard wages. I would like to say on that that our basic labor rate jg 
$3.68 an hour, that in train and engine service our top train and servic 
conductor or engineer makes a whole lot more than I do, and I have 
seen some wage tabulations of engineers in which an engineer was gee. 
ond to the general manager. 

In our passenger runs, in which these high earnings are possible, we 
only permit the man to work 3 days a week. If they work 4 days, 
week, they would make over $20,000 a year, that is, the conductors and 
engineers. 

I submit that if we are erring, we are erring on the high side rather 
than low and that our wages are not substandard. 

I will skip over the matter of short notice. 

I repeat that when we have issued even a rule change on a 1-day 
notice, we thought we were doing it as the Commission would permit 
if they had jurisdiction. 

Mr. Busu. Since you have been talking about the wages, how many 
employees do you have? ; 

Mr. Fircu. We have 1,100 employees, and one reason why, inci- 
dentally, we are doing a lot better now than we used to is because 
we used to have 2,200 employees at this time of the year. 

True, our traffic is less. We used to do about an $18 million a year 
business. We now do about $12 million or $13 million, apparently 
because the truckers have taken some of our business away from us, but 
partly because the military, and construction, and all that has tended 
to fall off some. 

I am happy to say this year for the first time in several years, our 
business is moving up ahd in June we did a million and a quarter 
dollar business. 

Mr. Frrepvet. $114 million this June compared to what last June! 

Mr. Frren. As I recall, it was around a million in June of the pre- 
vious year. 

Of course, our business is always better in the summertime than 
it is in the wintertime. 

I would like to say that some of the truckers have alleged that it 
is unfair for us to charge a rate for the service of moving goods over 
the docks at Seward when they move locally to Seward. 

The steamship companies have a local rate to Seward and we have 
to move it across the dock. I don’t think we ought to move it free 
when we move it over the dock. On a through rate we have an ele- 
ment in that rate to take care of the dock charges. 

When the trucker takes freight over our dock at Seward, we think 
it is fair that he should pay for the service of taking the freight over 
the dock at Seward, and that is all there is to that charge. We merely 
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charge for the service performed and the charge is assessed against 
the ship. ei eat ; 

The truckers have charged that we are discriminatory with respect 
to our piggyback rates. This is the last item that I will talk about 
on charges of discrimination. 

Actually, the first evidence that they produced was a contract form 
which had in its items a guarantee that the trucker would give us 80 
percent of his business, providing he got the lower piggyback rate 
which we were willing to offer for that volume movement. 

Actually, this kind of arrangement never went through. If it had, 
we think that the Commission, if it had jurisdiction, would have per- 
mitted it, because this kind of incentive rate and volume movement is 
happening all over the United States. Actually, we couldn’t get the 
wade to agree to an 80 percent piggybacking over the railroad. 

We have some truckers that never move a pound of freight over 
the highway. They move it all piggyback with us and they pick it up 
and deliver it. That is their function. However, in this case we 
did not go through with that. Whether it was good or not, it didn’t 
happen. ' a 

Next, we have a rate in our local tariff for piggybacking which is 

for irregular piggybacking. We have a lower piggyback rate which 
we offer to all truckers who will piggyback with us throughout the 
year. The truckers who do not piggyback with us throughout the 
year don’t like that. 
* We tell them, “Now, look, we have to maintain equipment which is 
expensive equipment. We have to get those trailers off the flatcars. 
We have to maintain ramps and employees to do the work. If we only 
can use it 3 weeks out of the year, then we can’t give you the kind of 
rate that we could if you used our service 12 months.” 

Actually, we have charged no trucker the higher rate that is in our 
local tariff for intermittent service. We intend to and that is some- 
thing of course some of the truckers are worried about. We have not 
done so so far, but we think we are justified in giving the volume 
piggyback motor carrier the lower rate that is possible because he 
piggybacks throughout the year. We can take care of his business at 
far less cost than if we have to suddenly produce equipment and men 
and piggyback for only the 3 weeks in the spring when it is dif- 
ficult to ship via the highways. 

I think we have said enough about accounting, so I will not review 
that data. 

I also would like to submit, if I may, the comments of the general 
manager on specific points about this bill. I would like to submit 
the statement that he gave before the Senate committee, and I will 
not review it here. 

In conclusion, I would like to say again that if we were able to 
operate on the financial standards that are applicable to a private 
carrier, we would have no objection to this legislation. 

On the other hand, we wouldn’t be Government owned and oper- 
ated. Some private carrier would take us over. It is because we can’t 
operate successfully on those same financial standards that we are 
Government owned and operated and for those same reasons we aren’t 
able to charge the compensatory rates which the Commission we think 
would require under its rules and regulations. 
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We have one suggestion. 

We think it is a commonsense way out of this difficulty. 

We suggest that the Commission be given authority, as Mr. Coulter 
stated, to listen to protests and to make advisory recommendations to 
the Secretary of the Interior. We think that would give the trucker 
his day in court and we also are certain that the Secretary would pre. 
vent us from following undesirable practices if we actually were 
doing so. 

I thank you for giving me this much time. 

Mr. Harris. Mr. Friedel ? 

Mr. Friepet. No questions. 

Mr. Harris. Mr. Bush? 

Mr. Busn. Would you be in favor of this board, that has been 
suggested being set up ¢ 

Mr. Frrcu. The joint board ? 

Mr. Busu. Yes. 

Mr. Fircn. Yes. 

Mr. Busu. Do you think it would be helpful ? 

Mr. Frren. I think it would be helpful. I am just as convinced 
as anyone on the Commission that through rates are very important 
and that anything that can make possible an extension of the through 
rates single factor deal is good. 

I think there would be a problem of fitting the railroad into that, 
but we have been able to solve that problem in the past. I do not see 
why we couldn’t in the future. 

Mr. Busu. We have those through rates to work with in all other 
forms of transportation throughout our land, and certainly it can be 
worked out. 

Mr. Fircn. We are highly in favor of it. 'The more through rates, 
the better. 

Mr. Busu. Thatis all. 

Mr. Harris. Mr. Fitch, on page 5 of your statement you state: 

Our ratemaking history proves that we are under the strongest pressures to 
keep our rates as low as possible. Under our present law we have a freedom 


to follow this kind of tariff policy which we would not have under part | 
of the Interstate Commerce Act. 


I see on page 2 of Mr. Coulter’s statement he says: 


We are fearful that one effect of the bill will be to cause a change in this 
low-rate policy of the railroad, toward a policy of full compensatory rates, 
based on the heavy Federal investment in the physical plant of the railroad, 
part of which was built primarily to serve military needs. 

We have tentatively estimated that, in order to earn anything approaching 
a fair return on the Federal investment in railroad, our rates would have to 
be raised at least 20 or 30 percent. 


I would like either of you to point out wherein there is anything 
in the proposed legislation, the Interstate Commerce Act, or the Com- 
mission’s regulations, which would require the Commission to in- 
crease rates on commercial traffic by any such 20 or 30 percent? 

Mr. Fircn. It would be section 15a of title I of the Interstate Com- 
merce Act, which is the famous rule for ratemaking. Under that rule, 
with the clarifying language in the Transportation Act of 1958, the 
Interstate Commerce Commission is required on complaint of a com- 
petitive shipper to act upon that complaint to determine whether the 
rate complained of is fair, just, and reasonable. 
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One of its principal standards in making that determination is 
whether the rates complained of are compensatory. We of course are 
voicing our fears and do not. pretend to be completely expert in 
Interstate Commerce Commission matters. But in our opinion the 
standards of what constitutes compansatory rates used by the Inter- 
state Commerce Commission would compel the Commission to reject 
our lower rates and require a higher rate which would be compensa- 
tory. If that compensatory rate should include a fair return on our 
commercial investment, we think that that would require them, on 
complaint of a protesting shipper, not on our motion or even on the 
Commission’s motion, to increase our rates. 

Mr. Harris. Under part I of the act, the carrier has the responsi- 
bility of filing its own tariffs; is that not right? 

Mr. Frrcu. That is correct, sir. 

Mr. Harris. If any rates were to be filed with the Commission that 
would be 20 or 30 percent higher, they would have to be initiated, 
would they not ? 

Mr. Frren. Yes. 

Mr. Harris. And they would have to be initiated by whomever 
is managing the railroad ¢ 

Mr. Firen. Right, and we would not do so. 

Mr. Harris. You would not do so. 

Then what you are trying to do is to prejudge the decision of the 
Commission ? 

Mr. Fircn. That is right. 

Mr. Harris. There is nothing in the proposal here that would 
necessarily bring about that contention, is there? 

Mr. Frren. I think so because if the Commission did not act to 
suspend our low rates and require a higher rate, in my opinion they 
wolud be violating their own rules and regulations. 

Mr. Harris. Let’s see whether or not they would. 

Personally, I think you have made a good statement from your 
viewpoint here. 

We as a committee do not like to get in the middle here of an argu- 
ment between two agencies of the Government. I think the kind of 
competition that is wholesome and healthy is good between even two 
agencies of the Government, as a matter of fact, but it seems to me 
that there has been a big bogey thrown up here without substantial 
basis for the charge. 

It would be your duty in operating the railroad to file the tariffs, 
wouldn’t it ? 

Mr. Fircu. That is correct. 

Mr. Harris. That is the way it would have to start. 

You say you would not file any tariffs with any 20 or 30 percent 
rate higher than what your present rates are ? 

Mr. Frrcu. Very definitely not. 

Mr. Harris. If there were any tariffs filed 20 or 30 percent higher, 
you would have to file them, would you not ? 

Mr. Frren. Correct. 

Mr. Harris. And that is the responsibility that belongs to the De- 
partment of the Interior ? 

Mr. Fircu. That is right. 
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Mr. Harris. Then the jurisdiction of the Commission would be on, 


the basis of the showing under the present law of the Interstate Com. 
merce Act; is that true ? 

Mr. Fircn. That is right. 

Mr. Harris. That would have to be based on, with the general rules 
and precedents under the law over a long period of time, what the 
capital investment might be; is that not true? 


Mr. Frrcu. Yes; and it is more than just the investment, because, 


as I pointed out to you, on the Seward end of the line we are not 
even getting back our out-of-pocket costs. 

Mr. Harris. I understand that, but is it not true that a large part 
of this railroad was constructed with rehabilitation funds first for $34 
million and then I think it about doubled before it was over; is that 
not true? 

Mr. Fircu. About $80 million was the total. 

Mr. Harris. The railroad has also appropriated funds that are 
part of this because of the military requirement, has it not ? 

Mr. Fircu. That is all a part of the same money. The $80 million 
was for both. 

It is true that the Whittier tunnels were built with military money 
in World War II. 

Mr. Harris. You do not contend that the Interstate Commerce 
Commission, in prejudging what they might do, would require the 
military output as a part of this program in order to establish rates, 
do you? 

Mr. Frrcn. I do not, sir. 

Mr. Harris. Then how can you contend, with all of the publicity 
that you have given to this, and the charge here and otherwise, and 
others that there would be an automatic increase from 20 to 30 percent 
in rates? 

Mr. Fircn. We have never said there would be an automatic 
increase. 

If you will examine my statement again you will see I have said 
that the truckers are certain to protest our rates. They are alleging 
on this Whittier-Seward deal that the only reason we are charging 
the lower rates to Seward is because there is no road to Whittier, 
so I think they would be certain to protest it. 

In fact, Mr. Fort, in his statement to this committee, I believe 
yesterday, said the railroad makes up on what he called its non- 
competitive traffic for its losses on its competitive traffic. 

What he was thinking about was this Whittier-Seward matter, 
and he of course feels that we did it for different motives. I leave 
it to you gentlemen to judge that. 

Our motive was to get some more revenue by a method which 
would be reasonable and fair in our judgment, and the military were 
willing to pay more for the Whittier end, so we did that. 

Mr. Harris. It could not be that your motives in charging the rate 


would be higher is to increase the interest in it in order to stimulate: 


the people back in the areas going to be served to carry your point 
that you oppose this program ? 


Mr. Covutrer. This incident that we are talking about was 6 or 8: 


years ago, before the question of regulation came up. 
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Mr. Harris. Maybe so, but we are talking about your charge here 
of the higher rate going to result from this. _ 

I would like to see this decided on the basis of what the actual 
facts are involved here and without any exaggeration of any phase 
of it to favor one as against the other who have contingence here in 
connection with the program. 

Mr. Frron. Sir, if I am exaggerating I do not know it. i am 
trying as best I can to predict what the Commission would do in the 
light of what I know, limited it is true, of the canons or regulations 
which they follow with respect to competitive rates. 

Mr. Harris. Did you ever serve on the Commission ? 

Mr. Frreu. No. 

Mr. Harris. Have you ever had matters before the Commission ? 

Mr. Frrcn. I worked for Mr. Eastman when he was Federal Co- 
ordinator of Transportation and when he was head of the Office of 
Detense Transportation. 

Mr. Harris. You worked for a mighty good man in this field and 
if you had your training under him, you had some mighty good train- 
ing. Thatisrecognized. vibe 18. 

Mr. Frreu. To review it simply, my point is that if the Commission 
applied the same standards of compensatory rates, irrespective of rate 
of return for the moment, to our equalization of rates between Seward 
and Whittier, it is my Judgment that the Commission would be re- 
quired to increase our rates whether they felt privately that it was 
a good thing or not. If they didn’t do that, in my judgment they 
would not be following the canons and the standards of regulation 
which are set up by the act. 

Mr. Harris. Let’s read what the law says, and the canon may be 

all right, and they are, so long as they coincide with what the law 
is. 
Section 15a, paragraph (3), [remind you, reads: 
In a proceeding involving competition between carriers of different modes 
of transportation subject to this act, the Commission, in determining whether 
a rate is lower than a reasonable minimum rate, shall consider the facts and 
circumstances attending the movement of the traffic by the carrier or carriers 
to which the rate is applicable. Rates of a carrier shall not be held up to a 
particular level to protect the traffic of any other mode of transportation, giving 
due consideration to the objectives of the national transportation policy declared 
in this act. 

That is the law, and my quarrel with the Interstate Commerce Com- 
mission is that they in many instances, from reports I have had, forget 
about all of that paragraph except the last line or two. That is the 
law and that is the law that should be followed in matters of this 
kind. 

Mr. Fircn. I would like Mrs. Van Cleve, an attorney, to speak to 
that. 

Mrs. Van Cieve. I am very reluctant to say this because we don’t 
purport to be experts in ICC law. However, we are concerned with 
the possibility that the events that will transpire will be approximately 
these, 

The railroad will file rates if this law is enacted, presumably the 
same rates that it is currently charging under section 15(1) (rather 
than 15a at the moment). In that case, either one of two things could 
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happen, as we read section 15(1). Either truckers will file protests op 
the Commission on its own motion will investigate. 

It is required to hold a hearing. It is required as a result of that 
hearing to decide what rates are just and reasonable. In making that 
decision, it can specify minimum rates. 

We know on the basis of the research which we have attempted to 
do on this problem that the Commission does have full authority to 
reject rates which are not just and reasonable because they are not 
fully compensatory. 

I have before me a case decided by the District Court of Massa. 
chusetts in 1957 in which the court stated that in order to be com. 

ensatory a rate had to cover out-of-pocket costs plus fair return op 
investment. 

I think the position of the Interior Department in this hearing js 
simply that if our rates are required to cover out-of-pocket costs, 
plus a reasonable return on investment, they will be required to be 
increased a considerable amount. 

Mr. Harrts. I appreciate that position as has been stated and we 
can argue about these individual cases all over the country. The 
books are full of them and the shelves are full. We know that. 

However, it is so obvious that what has happened here is that there 
is a big bogeyman thrown up which seems to many of us for a par. 
ticular purpose, and my quarrel is this kind of approach, in order 
to excite the people who might be served by it, 1s not the proper 
approach to it. 

I think we should let this committee have all the facts on the basis 
of what we are to determine and not on the basis of some fear of a 
decision that you might expect, prejudging what a commission might 
do. We might even aati what the Departrment of the Interior 
might decide if you are going to go on that basis, and we don’t want 
to do that either. 

I am trying to get the record straight on such contention, which in 
my humble judgment ought not to be a serious matter before this com- 
mittee in making this determination, which should be on the basis of 
what should be done. 

I have some serious doubts in my own mind as to whether there 
should be a conflict between agencies of the Government in the oper- 
ation of something on behalf of the Government. However, I am not 
going to accept some bogey tale in order to carry out what might 
otherwise be considered in the best interest of the public. 

Mr. Bush, do you have a question ? 

Mr. Busu. I have one question. 

If a corporation, with stockholders, owned this railroad in Alaska, 
then would you still want the Interior Department to have jurisdiction 
over their rates and over their operation, or would you want to give 
it to the Interstate Commerce Commission ? 

Mr. Fircu. If the railroad were privately owned and operated, of 
course we would expect it to go to the jurisdiction of the Interstate 
Commerce Commission. 

Mr. Busu. I think it boils right down to be just as simple as that. 

If they have jurisdiction over these privately owned common car- 
riers, the only difference here is the Government owns this instead of 
the corporation or stockholders; is that not right? 
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Mr. Courter. And the difference, sir, is we do run it on a public 
service, substantially nonprofit basis. — 

Mr. Busu. Somewhere along the line the taxpayers should have a 
little profit out of itso it would help. : 

Mr. Couurer. All we have said on that is this: that if our rate policy 
should be changed, we hope Congress will make that determination. 
We are afraid that the effect of this bill will be to give to the ICC the 
authority to make that kind of decision. 

We will certainly accept whatever decision Congress wants to make 
if you feel we should start to earn something for the taxpayers, but 
we are frankly a little scared of the bill. Maybe we are wrong, but 
we don’t think so. 

If no one else is scared, we are. 

Mr. Frtevex. Just one question. 

Mr. Harris. All right. 

Mr. Frrepet. Somewhere in the statement of either Mr. Coulter or 
Mr. Fitch, I recollect that you mentioned a $150 million investment. 
Does that include the $80 million ? 

Mr. Firen. Yes. 

Mr. Frirepet. Then you could not figure the $150 million. You would 

robably have to figure on $70 million. 

The Interstate Commerce Commission would probably figure that 
the investment was $70 million instead of $150 million. 

Mr. Counrer. I can’t give you the full story. The total amount 
that has been sunk is in excess of $150 million. 

Mr. Frrever. Of which $80 million was for rehabilitation during 
the depression ; is that correct 

Mr. Coutrer. Most of the money was spent after the war and it was 
rehabilitation of the railroad to have a more efficient, workable, oper- 
ating property, partly for defense reasons. 

I don’t think it was spent during the depression. 

Mr. Fircn. None of it then. In fact, one general manager, since 
dead, has regretted that he didn’t apply for some rehabilitation money, 
and he didn’t. The money was not spent until about 1947. That 
was when the beginning of this $80 million came to the Alaska Rail- 
road and that is the beginning of the rehabilitation program. 

Mr. Harris. You mean they put $80 million into that mostly for 
military purposes since 1947 ¢ 

Mr. Frrou. No, sir; it was for purposes of rehabilitating the rail- 
road either for commercial or military purposes. 

It is very difficult to assign which is military and which isn’t. We 
use the same locomotives, the same cars, the same emplovees. 

Mr. Harris. At that time, when the money was put in, it was pri- 
marily for the purpose of delivering coal and oil ¢ 

Mr. Frren. No. 

Actually, we were about to lose our oil, and we lost it. The mili- 
tary oil goes through a military pipeline. 

Mr. Harris. There was no pipeline at that time ? 

Mr. Fitcn. No, sir; and we did carry oil for several years un into 
the fifties, but the whole railroad had just fallen to pieces. We had 
used it up during the war to the point where you either had to put 
some more money into it or abandon it. 

47350—60——11 
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There was just hardly any railroad left really. It was a bailing 
wire and binder twine sort of a deal. We had no equipment. Our 
roadbed was gone. Safety alone required it. 

Mr. Harris. What condition is it in now? 

Mr. Frren. Very fine. You would be very proud of that rail. 
road if you rode our trains from Anchorage to Fairbanks. 

Mr. Taste. Do you have a passenger train ¢ 

Mr. Fircu. Yes. 

Mr. Harris. Any thought of abandoning it ? 

Mr. Frrcn. No. We don’t make any money on it, but we still run 
it. 

Mr. Harris. Gentlemen, thank you very much for your appearances 
here. I amsorry we have taken more time than we should. 

Mr. Courter. Mr. Chairman, could I just put in a figure here on 
the capital account? I have here the most recent monthly financial 
statement, which states that the total investment by the U.S. Gov. 
ernment since it was built was $185 million. Of that, $56 million has 
been written off one way or another, leaving a net investment of 
$128 million plus, and to that we add $2 million plus of retained earn. 
ings in recent years which gives us what we call the total proprietary 
interest of the U.S. Government, which I think corresponds to 4 
net worth figure for a private corporation. 

Mr. Harris. However, you do not deny the fact that this money 
was spent there primarily because of military considerations? 

Mr. Couurer. 1 would have to say for both, sir, because the same 
tracks and the same locomotives carry both. 

Mr. Harris. I know, but had it not been for the military considera- 
tion you do not by any stretch of the imagination conceive that this 
amount of money would have been spent for this purpose, do you! 

Mr. Courter. I think that is right and we would certainly hope that 
if we ever went under regulation and a rate base were established, 
there would be a substantial, in effect, writeoff of this figure in the 
establishment of a rate base. 

In other words, we would hate to try to earn something on $131 
million. 

Mr. Friepvet. That is what I was trying to say. 

Mr. Harris. It is certainly too obvious that that would have to 
be done. 

Mr. Covtrer. But our computation is based on the theory that we 
would not earn anything like this. Even if you wrote off a great deal 
you would still be obligated to earn rather substantial net, and it 
needs rates to do it. 

Mr. Harris. Thank you very much, and you may file that. 

By the way, could you let us have your annual report for the last 
year for the committee? If you do not have it with you, you may 


supply it. 
r. Coutrer. I will supply it. 
Mr. Harris. Mr. John M. Kinnaird. 
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STATEMENT OF JOHN M. KINNAIRD, VICE PRESIDENT, CONSOLI- 
DATED FREIGHTWAYS, INC. 


Mr. Krynairv. Mr. Chairman and gentlemen, I will make this as 
prief as possible. 

Mr. Harris. Identify yourself for the record, Mr. Kinnaird. 

Mr. Krnnarrp. My name is John M. Kinnaird. I am vice presi- 
dent, > activities of Consolidated Freightways, Inc., Menlo 

k, Calif. 
i will depart from the written statement which I have to offer and 
if the chairman will place that in the record as if read, I will make 
my statement very brief. 

r. Harris. Let it be received and printed in the record at this 
point as your statement. 

Mr. Krynarrp. Our company has been engaged since 1929 in com- 
mon carriage of freight by motor vehicle, starting originally in the 
Pacific Northwest and subsequently extending its service by applica- 
tions for additional authority and by acquisition of other motor car- 
riers until its lines now reach Chicago, Louisville, Dayton, and Cin- 
cinnati in the east, and Los Angeles and Phoenix on the south. 

We have a rather substantial operation into Alaska utilizing the 
services of a division of ours, Garrison Fast Freight. This operation 
is what we term a piggyback operation in that we put the container 
orthe semitrailers minus their running gear on the decks of the Alaska 
Steamship vessels and take them from the port of Seattle into the 
Alaska ports. From there they are put on the skeleton trailers again 
and distributed throughout Alaska utilizing the various highways, 
and in the event of impassability of the highway, we utilize the services 
of the Alaska Railroad. 

Our primary interest in this matter is the fact that we are presently 
unable under existing laws to file a single factor through rate from 
points within the contiguous United States, shall we say, to points and 
places within Alaska. 

To be very specific, we recently tried to file a tariff between Great 
Falls, Mont., and Honolulu. It is the same situation exactly as if we 
had tried to file it to Anchorage or one of the Alaska places and both 
the Federal Maritime Board and Interstate Commerce Commission 
under existing law had to rule that they did not have jurisdiction. 

We would Hike to see jurisdiction to the extent that a single factor 
through rate could apply, because it would mean a substantial savings 
in transportation costs to the people of Alaska. 

Mr. Harris. Have you tried to work out a rate with the Department 
of the Interior ? 

Mr. Kinnatrp. No, sir; we haven’t. We have some operations with 
the Department of the Interior, and I am not prepared to go into all 
of the situation that has just arisen, but be that as it may, sir, we are in 
aquandary too. We are on the horns of a dilemma. We are regulated 
both by the Federal Maritime Board, since we come within that cate- 
gory of a common carrier by water nonvessel, and then we are rather 
extensively regulated by the Interstate Commerce Commission. 
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Mr. Harris. Your maritime operation is not regulated by the Inter. 


state Commerce Commisison / 

Mr. Kinnairp. No, sir. 

As I say, we are regulated by both. Our maritime operation is egy. 
lated by the Federal Maritime Board. So we prefer frankly this joint 
board approach, because we think that it would set a precedent, a pat. 
tern for the future, that would take care not only of Alaska, but als 
of Hawaii. 

You are going to have a very similar problem arise with respect ty 
Hawaii. Mr. Stakem testified previously on the joint board and we 
are familiar with the bill that he has been working on there in thy 


Federal Maritime Board, We think that is perhaps the best solution | 


to the matter. 

Mr. Harris. Mr. Fitch, are you for that joint board operation? 

Mr. Fircu. All for it. 

Mr. Kinnatrp. I might read, just briefly, this. 

Our interest in this bill arises not alone from our activities ag q 
substantial common carrier by motor vehicle in Alaska and betwee, 
the other States and Alaska, but also from the very important activi. 
ties of our company in the development of coordinated transports. 
tion by all modes including land, sea, air, inland waterway, and pipe. 
line carriers. 

We have stood among those carriers who are seeking by every proper 


means to achieve the truly coordinated transportation system which | 


we believe to be required for the needs of both domestic and foreign 
commerce. 

In the domestic field we have sought every opportunity to work 
with other modes cooperatively for the improved service and economy 
which coordinated transportation makes possible. We think this joint 
board approach would fit perfectly into that type of endeavor and 
we think a joint board will be needed more in the future. 

As your coordinated, transportation grows, you will have more 
dealings between the various modes of transportation. There will 
be problems which will arise that only a joint board can handle 

On the other hand, if it is the wisdom of Congress to give juris 
diction completely to the Interstate Commerce Commission, the only 
quarrel we have with that is that we feel that certain language in the 
proposed bills would cast us in the category of a freight forwarder, 
and if that happened, we would be put out of business, because under 
the Commission’s previous dicisions and under the law, a freight for- 
warder as such cannot interchange freight with other common carriers 

We made this same statement before the Senate committee. For- 
tunately, in the Senate bill 1509, they made an amendment which pre 
cludes us from being categorized as a freight forwarder. 

In the event the committee is of the opinion that the bill as intro 


duced is the best solution to the problem, I have placed in the latter | 


part of my testimony a request that you consider a similar amendment 
to title I of your bill, sir. 

In regard to the Alaska situation, we enthusiastically support the 
regulation of the Alaska Railroad. We think that when you get out 
and play ball, everybody ought to play under the same rules. 

I think that there have been previous hearings, if my memory 


serves me correctly, concerning certain allegations of the motor car | 
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rier industry in Alaska, and I am not prepared to go into that now, 
but I believe there were such hearings previously in Alaska. 

That, if the committee will faithfully read what I have prepared, 
completes my statement. 

Mr. Harris. I might tell you that probably will be read, but I do 
not assure you how faithfully it will be read. 

Mr. Friedel, any questions ? 

Mr. Frrepev. No questions. a 

Mr. Harris. Thank you very much, Mr. Kinnaird, for your testi- 


mony. 
Mr Kinnairp. Thank you very much. 
(Prepared statement of Mr. Kinnaird follows :) 


STATEMENT OF JOHN M. KINNAIRD ON BEHALF OF CONSOLIDATED FREIGHTWAYS, INC. 


My name is John M. Kinnaird. I am vice president industry activities of 
Consolidated Freightways, Inc., Menlo Park, Calif. Our company has been 
engaged since 1929 in common earriage of freight by motor vehicle, starting 
originally in the Pacific Northwest and subsequently extending its service by 
applications for additional authority and by acquisition of other motor carriers 
until its lines now reach Chicago, Louisville, Dayton, and Cincinnati in the 
East, and Los Angeles and Phoenix on the south. Consolidated Freightways 
also conducts motor carrier operations in Alaska and between Alaska and the 
Pacific Northwest and through subsidiaries in western Canada and Hawaii. 

Our interest in H.R. 6244 arises not alone from our activities as a substantial 
common carrier by motor vehicle in Alaska and between the other States and 
Alaska, but also from the very important activities of our company in the de- 
velopment of coordinated transportation by all modes including land, sea, air, 
inland waterway, and pipeline carriers. We have stood among those carriers 
who are seeking by every proper means to achieve the truly coordinated trans- 
portation system which we believe to be required for the needs of both domestic 
and foreign commerce. In the domestic field we have sought every opportunity 
to work with other modes cooperatively for the improved service and economy 
which coordinated transportation makes possible. These efforts have resulted 
in piggyback service with a number of progressive railroads, joint rail-motor 
rates with one such railroad, joint motor-air rates with airlines and joint motor- 
barge rates with inland waterway carriers. We have also been actively and in 
many eases successfully seeking similar working arrangements with steamship 
companies operating to Hawaii, Guam, Okinawa, the Philippines, Japan, and 
other Pacific areas, to Europe, North Africa, Central America, and South 
America. 

Our present operations between Seattle and Alaska through our Garrison 
Fast Freight Division constitute a time-tested and successful coordination of 
motor carrier, rail carrier, and steamship operations which has met a real 
transportation need as evidenced by the large and still-growing volume of 
both military and commercial traffic which has been developed over the last 
6 years in this coordinated service. The facilities of our own widespread motor 
carrier operation in the United States have been melded with those of Alaska 
Steamship Co., the Alaska Railroad, and our own motor carrier operation in 
Alaska, and between the continental United States and Alaska to perform, under 
a single factor through rate and under a single bill of lading, a coordinted 
transportation service which has contributed in a significant way to our military 
needs, to the economic development of Alaska, to the growth of commerce 
between Alaska and the rest of the United States, and to the enhancement of 
the Alaskan standard of living. 

The continuation and further development of this service by the cooperat- 
ing carriers are dependent upon a sound pattern of regulation administered by 
such governmental body or bodies as seems wise to the Congress. We believe 
that the pattern of regulation evolved here will not affect alone the Alaskan 
trade but will influence and possibly determine the pattern of regulation of co- 
ordinated land-sea transportation to Hawaii, U.S. territories and possessions; 
and to foreign ports throughout the world. Our company is active in operations 
to many of these points as well, and is equally concerned with development 
of a sound regulatory approach to those activities. 
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A brief description of the history and development of our Alaskan service 
will provide a background which should aid in a sound determination of the 
regulatory pattern best suited to the fostering in the public interest of a soung 
transportation system for Alaskan commerce. 

Garrison Fast Freight, Inc. was organized in May 1953 by Jack Garrison, 
who had previously had extensive operating experience in the movement of 
traffic to, from, and within Alaska. Associated with him were four other 
Alaskan truck operators. In conjunction with Alaska Steamship Co., Garrigop 
developed a fully coordinated transportation service between Seattle and 
Alaska points. 

In July 1953, intra-Alaska. truck operations from Anchorage to Elmendorf 
Air Force Base and Fort Richardson were begun under military tenders for the 
movement of cargo between the Anchorage steamship piers and the bases named, 
A comprehensive trucking service was also established for commercial users. Ip 
August of the same year a similar service was inaugurated from the Port of 
Valdez to such points as Big Delta, Tok Junction, Tranacross, Eielson, and Ladd 
Air Force Bases and Fairbanks under Alaska Steamship tariffs filed with Feq- 
eral Maritime Board naming Garrison as a connecting carrier for the highway 
haul north from Valdez. This operation covered commercial general freight ang 
perishables. 

In January 1954 highway trailers were first employed in the movement of 
military and commercial perishables traffic without rehandling from Seattle 
Valdez to points north of the range in Alaska. Similar perishables service was 
commenced through Valdez to Anchorage and on military general freight from 
Seattle to military bases throughout Alaska in December 1954. 

In February 1956 most of the through van movements from Seattle were shifted 
to the Port of Seward in order to utilize piggyback service of Alaska Railroad 
to Anchorage and Fairbanks. Loose stow cargo continued to be handled through 
Valdez and by highway to Alaskan destination. 

Throughout the period described, Garrison’s Seattle-Alaska traffic was han- 
dled under tariffs filed with Federal Maritime Board by Alaska Steamship Co, 
showing Garrison Fast Freight as a connecting carrier for the Alaskan portion 
of the haul or under intra-Alaska or Seattle-Alaska tenders filed with the mili- 
tary by Alaska Steamship and/or Garrison. In January 1957, Garrison and 
Alaska Steamship secured the approval of Federal Maritime Board of an agree. 
ment under section 15 of the Shipping Act of 1916 (46 U.S.C. sec. 814) providing 
for divisions of a through single factor rate from Seattle to accessible Alaskan 
points on perishables moving for commercial shippers and receivers. Garrison 
filed tariffs with FMB and thenceforth provided the shipping public a through 
bill of lading, a single-factor through rate and single carrier responsibility from 
store door in Seattle to store door in Alaska utilizing and coordinating three 
separate modes of transportation—truck, steamship, and railroad. 

This service was made possible by the Federal Maritime Board’s rulings in 
Alaska Rates, 2 U.S.M.C. (1941) and Bernard Ulmann Co. v. Porto Rican Ee- 
press Co., 3 FMB 771 (1952) which permit carriers which do not operate ves- 
sels to enter into agreements under section 15 as common carriers by water with 
steamship companies and to establish single factor through rates in their own 
name for movements between U.S. ports and territorial or foreign ports. The 
same type of tariff publication was employed by Garrison to provide for trans- 
portation of general cargo to Alaska in May 1958. 

In February 1957, Consolidated Freightways purchased the physical assets of 
Garrison Fast Freight and has continued its operation since that time as its 
Garrison Fast Freight Division. In February 1957 the use of 24-foot containers 
was introduced. These containers are designed to be transported over the high- 
way on skeleton trailers and are readily handled on the decks of Alaska Steam- 
ship vessels and on the flatears of Alaska Railroad, eliminating the weight and 
bulk of the wheels and undercarriage when not moving over the highway. 
Freight is received at interior points or assembled at Garrison's terminal facili- 
ties in Seattle, loaded in these containers which are placed on skeleton trailers 
and transported to the docks of Alaska Steamship Co. They are loaded on ves- 
sels of Alaska Steamship with ship’s gear and off-loaded in the same manner 
at Seward directly onto flatcars of Alaska Railroad for movement to Anchorage 
or Fairbanks. There the containers are again placed on skeleton trailers for 
movement to the consignee’s door. Mechanical refrigeration is supplied by 
means of demountable units in the nose of each container operated by genera- 
tors provided on the truck unit, on shipboard and on rail flatcars, permitting 
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the delivery of fresh vegetables, meats, and other perishables in Alaska in first- 
class condition. : . . 

The vital transportation need served by the Garrison-Alaska Steamship-Alaska 
Railroad-Garrison operations is attested by the growing patronage accorded 
by both military and commercial patrons—more than 200,000 tons of freight 
peing handled annually between Seattle and Alaska and within Alaska, much 
of it priority military traffic. ; ‘ . - 

Garrison owns or operates equipment having a total original cost of $3,278,694, 
including 72 tractors and trucks, 84 trailers, 132 skeletons, 315 containers, and 
316 miscellaneous units. The leased equipment is owned by Arctic Terminals, 
jointly owned by our company and a subsidiary of Alaska Steamship Co. 
Terminals are maintained at Seattle, Anchorage, Fairbanks, Valdez, and Seward, 
involving investments of over $1,500,000. Our Garrison Division employs more 
than 200 persons. 

The present method of operation between Seattle and Alaska points affords the 
shipper the advantage of through transportation without rehandling of the 
cargo en route, producing faster transit time and reduced loss and damage 
and pilferage. Through single factor rates, a through bill of lading and single 
carrier responsibility greatly facilitate the shipper’s determination prior to 
shipment of his total transportation cost, and enable him to deal with a single 
carrier for obtaining service, tracing, and the processing of claims. 

From the carriers’ side the method assigns to each participant the role which 
experience and facilities enable it to perform best. The economies of coordi- 
nated, unitized handling can be reflected to the shipper in lower overall trans- 
portation cost. In this respect the through single-factor rate assumes tremen- 
dous importance for the shipper and the carrier. If the traffic were required to 
move on combination of local rates, the economy of through handling could not 
be reflected in a through rate lower than the combination of locals. If an effort 
were made to pass on the economies through service to the shipper by means 
of proportional rates lower than the cooperating carriers’ local rates, the local 
rate structures of the motor carrier and the steamship company could well be 
impaired. If, for example, the motor carrier sought to publish a proportional 
rate between an interior point and the port limited in its application to traffic 
moving beyond by water to Alaska, this lower proportional rate would imme- 
diately give rise to pressures for reduction of the rates for movement of local 
traffic between the same points. For this reason, the publication of portional 
rates as a means of providing a through rate reflecting the economies possible 
in through service, is often self-defeating because of its tendency to force a 
reduction in the whole pattern of local rates below a reasonable level. We 
understand that the steamship companies experience similar difficulties in estab- 
lishing ocean proportional rates lower than their local rates. The only sound 
solution is the publication of single factor through rates with divisions between 
the participating carriers in the same manner in which motor carriers make 
joint rates with each other and with railroads, airlines, inland and intercoastal 
water carriers, railroads make joint rates with each other or with motor or part 
III water carriers within the contiguous 48 States. 

Turning now to the specific provisions of H.R. 6244 as applied to the problems 
discussed, it should be pointed out that the transfer of jurisdiction over water 
carrier operations to and from Alaska to the Interstate Commerce Commission 
would permit the publication of joint rates by motor, rail, and water carriers 
to and from Alaska. This would appear, superficially at least, to provide the 
mechanics by which through single factor rates could be maintained not only 
from port aréas, such as Seattle, to Alaska but aiso from other inland points 
throughout the United States. 

However, H.R. 6244 would destroy the present status of common carriers 
by water, such as Garrison Fast Freight, which do not themselves operate 
vessels to and from Alaska, and press these operators into the mold of freight 
forwarding as defined in the Interstate Commerce Act. This approach ignores 
the characteristics of nonvessel common carriers by water which distinguish 
them from either ocean or inland freight forwarders. Inland freight forwarders 
subject to the Interstate Commerce Act grew up as consolidators of less-than- 
carload shipments for movement at rail carload rates, making their profit on 
the spread between the less-than-carload and carload rail rates. Motor carrier 
service was, of course, used by the freight forwarders in assembled and distribu- 
tion service and in some cases for line haul transportation where for various 
reasons truck service was preferred. Until recently at least, the forwarders 
provided few, if any, of the physical instrumentalities of transportation. 
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In contrast, Garrison Fast Freight Division and its affiliate, for example, have 
an investment of more than $4 million in motor vehicle equipment, containers, 
and terminals devoted exclusively to providing land-sea transportation to anq 
from Alaska, our company having joined as a full partner with Alaska Steam. 
ship Co. in the investments necessary to provide the containers and other equip- 
ment for performing this coordinated service. Garrison, moreover, has assumed 
full carrier responsibility to its shippers for the movement of their freight over 
its own motor carrier lines and over the lines of Alaska Steamship and Alaska 
Railroad, where piggyback service is substituted for Garrison’s own highway 
service in Alaska. 

If Garrison and carriers performing similar functions were to lose their 
status as common carriers by water by the enactment of H.R. 6244 in its present 
form, and were to become freight forwarders under the Interstate Commerce 
Act, the substantial and growing tonnage which moves from inland points to 
the ports for movement beyond could no longer be handled on the present basis. 
This is true because the Interstate Commerce Commission has repeatedly 
interpreted the Interstate Commerce Act to prohibit the interchange of traffic 
between freight forwarders and common carriers. By the same token, Garri- 
son and other nonvessel common carriers by water would be precluded from 
making joint rates with other common carriers on traffic moving in their land- 
sea service to and from interior United States or Alaskan points beyond the port 
areas, the Commission again having ruled that under the Interstate Commerce 
Act freight forwarders may not make joint rates with common carriers. The 
effect would be to destroy a carrier service upon which the people of Alaska 
and the military have come to rely. 

The Garrison type service is in virtually all of its essential characteristics 
different from that of an ocean freight forwarder. The ocean freight for- 
warder performs a function somewhat akin to that of an expediter arranging 
for port terminal handling, documentation, insurance, customshouse clearance 
and similar functions. The ocean freight forwarder frequently is compensated 
by the steamship carrier by commissions based on a percentage of the ocean 
revenues on traffic forwarded. So far as we are informed, no ocean freight 
forwarder assumes carrier responsibility for the movement of freight to des- 
tination nor do they issue a bill of lading in their own name to the shipper. 

The Federal Maritime Board determined, wisely we believe, in the Porto 
Rican case that a carrier, such as Garrison, which undertook full carrier re 
sponsibility for the movement of traffic to destination and issued its own through 
bill of lading, was in fact a common carrier by water under the Shipping Act of 
1916, even though it did not itself operate the vessels by which the ocean carriage 
was supplied. The development and success of the Garrison operation is a cogent 
demonstration of the essential role played by the nonvessel common carrier by 
water. Drawing on experience and knowledge gained in the collection and termi- 
nal handling of the relatively small shipments which characterize motor trucking 
operation, Garrison has developed an economical and efficient technique for 
assembling such freight, containerizing the freight or arranging for other unitized 
loading, and delivering the freight to the steamship company for ocean trans- 
portation. It has invested large sums of money in specialized equipment, termi- 
nals and handling facilities. While Garrison has had the wholehearted coopera- 
tion of Alaska Steamship Co. in developing these techniques, it has assumed 
responsibility for the coordination of truck, steamship, and rail movement, 
leaving Alaska Steamship free to devote more of its attention to steamship 
operations. 

Provision of mechanics for joint rates and interchange between land and ocean 
carriers will not alone assure the continuation of the vital activity of Garrison 
as a supplier and coordinator of truck, sea, rail service to Alaska. Since Garri- 
son is a common carrier by motor vehicle subject to part II of the Interstate 
Commerce Act, section 410(b) of that act precludes its securing a freight for- 
warder permit to continue, even on the limited basis then possible, its present 
service to Alaska. A number of similar operations have also been developed 
by other part II carriers, all of which would be severely restricted by the 
proposals contained in H.R. 6244. 

Some means should be found to preserve the present status of Garrison, and 
similarly situated carriers, as nonvessel common carriers by water. If the 
jurisdiction of water carriage to Alaska is to be transferred to the Interstate 
Commerce Commission, then certainly some provision should be made for the 
continuation of the unique function which these nonvessel common carriers by 
water perform. An obvious solution would be to separate water carriers subject 
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to part IIT into two categories: Those which operate vessels and those, like 
Garrison, which are actively engaged in providing facilities and equipment for 
the movement of waterborne traffic between the contiguous 48 States and Alaska 
although they do not operate vessels themselves. ‘ : 

If, on the other hand, the Congress were to favor the continuation of the present 
delineation of jurisdiction as between the Interstate ( ommerce ( ommission and 
the Federal Maritime Board, a satisfactory solution can be achieved, we believe, 
by adopting the joint board approach which has been successfully employed 
jn publishing joint truck-air-truck rates through the cooperation of the Civil 
Aeronautics Board and the Interstate Commerce Commission under the Civil 
Aeronautics Act (49 U.S.C, 1483). Sucha provision should clearly establish the 
right of common carriers by water to establish through service and joint rates 
with other common carriers, So that truck, rail, and steamship lines can make 
through single-factor rates with each other for movement from any point in the 
contiguous 48 States to Alaska. Rate regulation and control could be vested in 
‘ joint board composed of members or representatives of the Federal Maritime 
Board, the Interstate Commerce ( omission and the Civil Aeronautics Board, 
with appropriate rate filings with either or both of the agencies. 

As the situation stands today and under the interpretation of existing statues 
applied by Federal Maritime Board and the Interstate Commerce Commission, 
such through rates cannot be filed. The ocean carrier must file its local rates 
with the Federal Maritime Board and the land carrier must file its rates with 
the Interstate Commerce Commission. In each case the rate filed applies only 
hetween the points where the respective agency has jurisdiction. The shipper 
must consult two or more tariffs in order to determine the applicable trans- 
portation charges. There is no means by which the economies of through 
handling can be reflected in a through rate lower than the combination of these 
two local rates, other than by proportionals with the attendant evils already 
described. This situation, we believe, should be corrected not only in connection 
with the Alaskan trade but also in connection with trade to our overseas terri- 
tories and possessions and to foreign ports. 

The joint board approach could maintain Federal Maritime Board jurisdic- 
tion over water carriage to Alaska, if that is the desire of the Congress, and 
if that body adheres to its present decision in the Porto Rican case, the status 
of nonvessel Common carriers by water and the continuation of their needed 
service would not be affected. However, the Federal Maritime Board now has 
pending an investigation in its Docket No. 815 of the status of nonvessel common 
carriers by water, and presumptively the Board intends to reexamine its earlier 
holding in the Porto Rican case. Any definitive resolution of existing problems 
in connection with transportation to Alaska should in any event include legis- 
lative clarification of the present position of nonvessel common carriers by 
water. The continuation and enhancement of sound and adequate transporta- 
tion to Alaska by all modes requires that these operations be given unchallenge- 
able legislative authority. 

Consolidated Freightways, Inc., and its subsidiary, Foster Freight Lines, Ine., 
have also been active in the development of coordinated, containerized land-sea 
service to Hawaii, Guam, the Philippines, Okinawa, and Japan. It is presently 
engaged in establishing similar operations to other areas. <A section 15 agree- 
ment has been approved by the Federal Maritime Board and tariffs filed covering 
the movement of general cargo from the San Francisco Bay area to Guam by 
Far East Van Service Division of Foster Freight Lines, Inc., a wholly owned 
subsidiary of Consolidated Freightways, Inc., in conjunction with Pacifie Far 
East Lines. A section 15 agreement is now pending for approval before the 
Federal Maritime Board covering general freight service between Pacific coast 
ports and Hawaii by Consolidated Freightways, Inec., and Hawaiian Marine 
Freightways. Transocean Van Service Division of Foster Freight Lines, Inc., 
presently conducts a similar service for a number of domestic household goods 
carriers to Pacific area military bases on household goods. It receives. con- 
tainerizes, and transships military household goods, with extensive facilities 
and personnel at Oakland and Long Beach, Calif., and Seattle and throughout 
the Pacific area. It also maintains facilities at Norfolk for European and 
Hawaiian movements and at New Orleans for Europe and Central America. 
In addition, Far East Van Service has filed military tenders for the movement 
of military traffic to the Philippines, Okinawa, Korea, Japan, and other Pacifie 
area military bases. Similar service is being inaugurated to European points. 
If these services are to be made available to commercial shippers on a more 
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widespread basis, the development of through single-factor rates for the move 
ment of the traffic is equally important in all of these services. For this reason, 
it is important in considering legislation applicable to Alaska that consideration 
be given to the suitability of the pattern developed for Alaska in its possible 
application to those operations as well. The pattern of operation and _ the 
regulatory problems, including the need for through single-factor rates, are 
essentially similar. 

That portion of H.R. 6244 providing for economic regulation of the Alaska 
Railroad under the Interstate Commerce Act has our enthusiastic support. Ag 
one of the principal motor carrier operators in Alaska, we believe all transporta- 
tion agencies conducting operations within Alaska should be subject to the same 
pattern of regulation. With Alaskan statehood, Garrison Fast Freight Division 
of Consolidated Freightways, Inc., became subject in its intra-Alaska motor 
earrier operations to the jurisdiction of the Interstate Commerce Commission. 
To leave the principal railroad operation in Alaska free of any regulation, ip- 
eluding regulation of its rates, leaves the motor carrier operators there at a 
distinct and unjust competitive disadvantage and exposes shippers to discrimina- 
tory practices. The motor carrier operators are required to publish and file their 
tariffs on 30 days’ notice giving shippers and other interested parties an opportu- 
nity to seek Commission investigation where those rates appear discriminatory, 
unreasonable, or otherwise unlawful, whereas the railroad is left free to adjust 
its charges from day to day and to charge varying rates for similar services, 
The inevitable result, if this situation is permitted to continue, would be the 
impairment of transportation service in Alaska. 

We also support in general the provisions of H.R. 6244 providing “grandfather” 
rights for motor carriers, water carriers and freight fowarders operating within 
Alaska and between Alaska and other States of the United States. In light of 
what has already been said, we believe that the language in the parentheses jn 
line 6 through 12 on page 11 of H.R. 6244 should be eliminated. The language 
referred to has meaning only if read in connection with section 305(b) of H.R. 
6244 which makes provision for “grandfather” permits as freight forwarders 
for nonvessel common carriers by water. As we have already pointed out, the 
attempt to cast this type of operation in the freight forwarder mold fails to 
recognize the distinguishing characteristics of the service provided, would pre- 
clude the development of joint through rates to interior points with common 
carriers and would impair, if not destroy, a vital service developed under the 
Federal Maritime Board’s Porto Rican decision. To this end, we submit that a 
new section should be placed in the bill, said section to read as follows: 

“Section 308(e) of the Interstate Commerce Act is amended by adding a new 
subsection 3 to read as follows: 

“*(3) Notwithstanding any other provision of this Act, any common carrier 
by motor vehicle which was engaged also in operations between the United 
States and Alaska as a common carrier by water subject to regulation by the 
Federal Maritime Board under the Shipping Act of 1916, as amended, and the 
Intercoastal Shipping Act of 1933, as amended, prior to January 3, 1959, and 
has so operated since that time, shall as to such operations, remain subject to 
the jurisdiction of the Federal Maritime Board.’ ” 

I would like to express my personal appreciation and that of Consolidated 
Freightways, Inc., for the opportunity to present our views to the committee. 


Mr. Harris Mr. Alan Wohlstetter. 


STATEMENT OF ALAN F. WOHLSTETTER, OF DENNING AND WOHL- 
STETTER, ATTORNEYS FOR ALASKA FREIGHT LINES, INC., AND 
CONTINENTAL VAN LINES, INC. 


Mr. Woutsretrer. My name is Alan F. Wohlstetter. I am with 
the law firm of Denning & Wohlstetter in this city and for the past 
6 or 7 years have represented Alaska carriers. 

At the present time we represent one of the largest trucklines in 
Alaska, and waterlines operating between the States and Alaska, and 
several water carriers operating other than on the high seas, jurisdic- 
tion of which is now under the Interstate Commerce Commission, and 
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also several motor carriers operating within Alaska under the juris- 
diction of the Commission. So if we can be of any help to the com- 
mittee in light of the extensive consideration that has been given this 
legislation by other witnesses, It 1s on t he overall pict ure. 

[ would like to address myself first to the grandfather-right pro- 
vision, and on behalf of Alaska Freight Lines and Continental Van 
Lines, two motor carriers operating in Alaska, under temporary au- 
thority from the Interstate Commerce Commission, we advocate, as 
previous witnesses have, speedy passage of that provision. — crs | 

However, we would like to advert to one fact, and that is S, 1509 as 
originally introduced on behalf of the ICC had the critical grand- 
father date of August 26, 1958. 

After 3 days of testimony before the Senate committee, no mention 
was made about any unhappiness with that critical date, but much to 
our surprise, in the Senate committee report, without any explanation 
whatsoever but just a bald statement of fact, that date was changed 
from August 26 to May 15. 

It might sound like a very nominal change not worth discussing. 

Mr. Harris. What year / 

Mr. Woutsrerrer. 1958, the same year. 

The effect of that was merely to, in the case of Continental Van 
Lines, which happens to be the agent for Allied Van Lines, one of the 
largest movers of household goods in the country, put them out of 
business under this grandfather clause. Although they have their 
equipment up there, have been operating before Alaska became a 
State since June 15, 1958, have been operating under temporary au- 
thority duly issued by the Interstate Commerce Commission, under 
this amendment they would not be entitled to grandfather rights. 

Representative Rivers, of Alaska, indicated that there may be sev- 
eral other people in the same position, and I think that probably there 
are, and unless there is some good reason to change the grandfather 
date from the one of historical significance when the people voted for 
Alaska statehood, which seems to be an arbitrary date advanced with- 
out any explanation, we certainly hope the committee and the House 
will hold fast to the August 26 date which is presently in H.R. 6244. 

I would like to say that I endorse the statements completely of Mr. 
Kinnaird with respect to the joint board. 

Alaska Freight Lines is in a unique position. It pioneered the 
container van service in Alaska and is presently the only carrier in 
Alaska who operates both a water and truck operation, so that it is a 
water carrier and a truckline at the same time. 

We have published single factor through rates as the first person in 
the Alaska trade. The Federal Maritime Board accepted those through 
rates because of their obvious advantage to shippers with the coming 
of Alaska statehood. 

Federal Maritime Board feels, and I think that technically they are 
correct, that they can only accept the water portion, which means that 
the water portion has to be filed with the Federal Maritime Board, the 
motor carrier portion we file with the Interstate Commerce Commis- 
sion, and where the shipper finds the rate we don’t quite know, unless 
ie hires a rate expert to find out how much it is going to cost him to 
move a ton of freight. 
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However, I might say there is one way that shippers can find out 
how much it costs them to move a ton of freight. All they would haye 
to do is to consult the Alaska Railroad Tariff 5—M, which is not pub. 
lished with any regulatory agency, but is given to shippers to solicit 
their traffic, and because of the fact that the Alaska Railroad has beep 
under no regulatory jurisdiction whatsoever, Alaska Freight Lines and 
other carriers have had to make their rates competitive to the Alaska 
Railroad rates in order to get any freight, even though at times they 
felt that the Alaska Freight Lines rates were set at depressed levels, 

I would like to say that we like to work with the Alaska Railroad 
when we can, but Mr. Fitch made reference to this exclusive patronage, 
or almost exclusive patronage, contract arrangement where you had to 
pledge 80 percent of your tonnage during the year in order to take 
advantage of piggyback rates that would move any of the freight. 

The way that thing was stopped to my recollection was that our 
vice president and general manager sent me a copy of the contract, and 
if it weren’t for the good offices of Clarence G. Morse of the Federal 
Maritime Board, who called the railroad people in and told them the 
problem and how this is affecting the water carrier under their juris- 
diction, I could only guess whether this contract which now has been 
withdrawn would have been withdrawn without that suggestion from 
Mr. Morse or not. I have no way of knowing. 

I think everything has been adequately covered. I would just like 
to say this: 

I have no brief to take with the Alaska Railroad or Mr. Fitch per- 
sonally. We think they do a fine job. We think they have certain 
loyalty to the organization of the Alaska Railroad, which is only 
natural, and I think is to be commended, but all we are asking, Mr. 
Chairman, as to the rules of fair play which were considered in the 
several hearings that your committee held before the House, that if 
we have a complaint, we don’t want to be judged by the person who, if 
he is guilty, is the one who is perpetrating the practice. We want to 
be judged by an impartial arbiter and we feel the Interstate Com- 
merce Commission is that arbiter and ask that the Alaska Railroad be 
put under jurisdiction of the ICC. 

Thank you very much, sir. 

Mr. Harris. Mr. Bush ? 

Mr. Busu. How do you fix your rates now ? 

You say you are satisfied with the way the Maritime Board oper- 
ates a particular rate, but then when you get into the land, you say 
there is nobody to fix the rates. 

Who sets them ? 

Mr. Woutsrerrer. No. What I said was that on the land portion 
the Interstate Commerce Commission sets the rate for the motor car- 
riage within Alaska. 

Mr. Busu. However, they have no cooperation between the two to 
set the through rate? 

Mr. Woutsterter. That is correct. 

Mr. Busy. Whosets that ? 

Mr. Woutsterrer. It is the combination of the two rates. 

Mr. Busu. Is that unknown ? 

Mr. Woutsverrter. It is the combination of the rate filed with the 
Interstate Commerce Commission and the water proportional filed 
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with the Federal Maritime Board. How the through rate would be 
judged as to fair return on investment or not, I don’t know. 

Mr. Busu. It might be more and it might be less ? 

Mr. Woutstetter. Yes, sir. 

I think the joint board is the only way that you can have a fair 
consideration of such a thing. 

Mr. Harris. Are you for the joint board? 

Mr. Woutstetrer. Very much so. 

Mr. Harris. Thank you very much, Mr. Wohlstetter, for your ap- 

earance and your testimony. 

May I inquire, are there others here that wish to be heard? I do 
not have others on my list. 

Mr. Dickson. Mr. Chairman, I merely would like to inquire if 
the statement of Coastwise Lines and Seatrain Lines have been in- 
corporated in the record. 

Mr. Harris. What is your name? 

Mr. Dickson. Ralph F. Dickson, with the law firm of Donoghue, 
Ragan, and Mason. I delivered the Coastwise statement to the clerk. 

Mr. Harris. Whose statement do you wish to be included in the 
record ? 

Mr. Dickson. Coastwise Lines, and I also understand that Seatrain 
Lines has mailed a statement. I don’t know whether that has been 
received. 

Mr. Harris. We have the statement of the Coastwise Line that the 
committee will receive. 

Who else ? 

Mr. Dickson. I am informed that Seatrain Lines has mailed a 
statement. I am not representing Seatrain Lines. I just wanted to 
inquire. 

Mr. Harris. Yes, I have that one, too. 

May I inquire, is this the identical statement that was used in the 
Senate ? 

Mr. Dickson. The Coastwise Line statement is the identical state- 
ment. Ihaven’t seen the Seatrain Lines statement. 

Mr. Harris. If they are identical, they will be received for the files 
of the committee and reference will be made to the Senate hearings. 

It should be unnecessary to reprint the identical statements. 

Mr. Dickson. Thank you very much, Mr. Chairman. 

(Nore.—The statements of Coastwise Lines and Seatrain Lines are 
omitted, as they appear in the Senate hearings. ) 

Mr. Harris. Is there anyone else here ? 

Mr. Harry See, representing the Railroad Brotherhood, had asked 
tobe heard and he is on his way here. 

Mr. Frrevet. He has a prepared statement and I move it be in- 
serted in the record. 

Mr. Harris. Without objection, Mr. See’s statement will be in- 
serted in the the record at this point. 

(The statement referred to follows :) 


STATEMENT OF Harry SEE, NATIONAL LEGISLATIVE REPRESENTATIVE, BROTHERHOOD 
oF RAILROAD TRAINMEN, ON ALASKA RAILROAD REGULATION Bru (H.R. 6244) 


My name is Harry See. I am the national legislative representative of the 
Brotherhood of Railroad Trainmen. I appear here today in response to an invita- 
tion from the chairman of the Committee on Interstate and Foreign Commerce, 
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Congressman Harris, and pursuant to a request by the Railway Labor 
tives’ Association to present its views on title 2 of H.R. 6244. 

The Railway Labor Executives’ Association is an organization of the chief 
executives of the standard railway labor unions which represent practically aj 
employees in the railroad industry in this country. The chief executives of the 
following rail unions are affiliated with the association: 

American Railway Supervisors’ Association 

American Train Dispatchers’ Association 

Brotherhood of Locomotive Engineers 

srotherhood of Locomotive Firemen and Enginemen 

srotherhood of Maintenance of Way Employes 

Brotherhood of Railroad Signalmen 

Bortherhood of Railroad Trainmen 

Brotherhood of Railway Carmen of America 

srotherhood of Railway and Steamship Clerks, Freight Handlers, Express anq 
Station Employees 
srotherhood of Sleeping Car Porters 

Hotel and Restaurant Employees and Bartenders International Union 

International Association of Machinists 

International Brotherhood of Boilermakers, Iron Ship Builders, Blacksmiths, 
Forgers, and Helpers 

International Brotherhood of Electrical Workers 

International Brotherhood of Firemen and Oilers 

International Organization Masters, Mates and Pilots of America 

National Marine Engineers’ Beneficial Association 

Order of Railway Conductors and Brakemen 

Railroad Yardmasters of America 

Railway Employees’ Department, AFL-CIO 

Sheet Metal Workers’ International Association 

Switchmen’s Union of North America 

The Order of Railroad Telegraphers 

Of the above-listed organizations the following represent employees of the 
Alaska Railroad in the crafts or classes listed and maintain contracts with the 
U.S. Government regarding those employees : 


Exeey. 


Organization Craft or class 


Brotherhood of Railroad Trainmen___---~----------~- Conductors, brakemen, 
switchmen. 

srotherhood of Locomotive Firemen & Enginemen____. Engineers, firemen, 
hostlers. 

American Train Dispatchers’ Association...__.....____-~ Dispatchers. 

The Order of Railroad Telegraphers___._-_-_-_--_-_-_- Telegraphers. 

International Association of Machinists____._________ Machinists. 

Brotherhood of Railway Carmen of America______-__- Carmen. 

International Brotherhood of Boilermakers, Iron Ship 

Builders, Blacksmiths, Forgers & Helpers... -_ Boilermakers. 


The assoication as spokesman for virtually all railroad employees believes tat 
title 2 of H.R. 6244 in concept and objective basically is intelligent, logical legis- 
lation in view of the admission of Alaska into the Union as our 49th State and, 
with certain changes and additions, should be enacted into law. We feel that 
title 2 of H.R. 6244 as now drafted is incomplete because it does not apply three 
very essential bodies of railroad law to the Alaska Railroad and may not suffi- 
ciently spell out the safety laws which it intends to apply to that railroad. 

The proviso clause states, beginnnig on page 14, line 14, of the bill that the 
operation of the railroad and its facilities and equipment shall be subject to part 
I of the Interstate Commerce Act and acts related thereto and also to acts relat- 
ing to the safety of operations by railroads and the Explosives and Combustibles 
Act. The Explosivies and Combustibles Act essentially is a safety act, therefore, 
the proviso clause may be interpreted as excluding certain other acts because they 
were not expressly set forth in the proviso clause even though they may be 
primarily safety laws. 

We recommend, therefore, that the language of the proviso clause beginning on 
page 14 at line 20, be amended to read as follows: 

“* * * amended, and related acts, including the Safety Appliance Acts (U.S.C, 
title 45, ch. 1, sec. 1 et seq.), the Accident Reports Acts (U.S.C., title 45, ch. 1, 
sec. 32-34, 38-43), the Locomotive Inspection Acts (U.S.C., title 45, ch. 1, 22-34), 
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the Hours of Service Acts (U.S.C., title 45, ch, 3, sec. 61-66), the Federal Em- 
ployer’ Liability Acts (1 S.C., title 45, ch. 2, sec. 51 et seq.), part I of the Rail- 
way Labor Act (U.S.C., title 45. ch. 8, see. 151-163), and the Explosives and 
combustibles Act (U.S.C., title 18, ch. 39), and the laws of the State of Alaska, 
in the same manner and to the same extent as if such railroad or railroads and 
facilities were privately owned and operater, MOF 

The bill as now drafted probably includes all the safety acts set forth in chapter 
1 of title 45 of the United States Code but may not be interpreted as including the 
hours of service acts found in chapter 2 of title 45, which limits the number of 
hours a railroad employee may remain on duty. The purpose of this law has 
been recognized by the courts as being to add to the safety of persons and prop- 
erty being transported as well as to the safety of those engaged in such trans- 
portation. The specific inclusion of the hours of service acts would be con- 
sistent with the intent of title 2 of H.R. 6244, to include “acts relating to the 
safety of operations by railroads” and would eliminate any possible frustration 
of that intent by an interpretation which might exclude the hours of service acts 
from appliaction to the Alaska Railroad. 

The Federal employers’ liability acts probably would not be considered as 
related to the “safety of operations by railroads” under the terms of title 2 of 
HLR. 6244 but it is the experience of the railroad brotherhoods that this statute 
is the best safeguard now existing to insure compliance with the safety legisla- 
tion made applicable to the Alaska Railroad by title 2 of H.R. 6244. By this 
statement, we do not intend to imply that the U.S. Government would not comply 
with its own safety laws, but our Govenrment must act through men the best 
intentioned and most able individuals err on occasion. We believe that the 
applicability of the Federal employers’ liability acts to the Alaska Railroad 
would tend to lessen the number of occasions on which such errors might occur. 
In addition, the present bill intends to apply to the Alaska Railroad the “acts 
relating to the safety of opeartions by railroads” and should impose upon that 
railroad the concommitant liability for failure properly to apply those acts which 
is found in the Federal employers’ liability acts. 

Most important to the association as the representative of many of the em- 
ployees of the Alaska Railroad is our conviction that they should have the same 
recourse for injuries incurred in the course of their employment as other rail- 
road employees in the United States. 

The Railway Labor Act does not now apply to the Alaska Railroad and is not 
made applicable by title 2 of H.R. 6244. Yet, as mentioned above, many of the 
employees of the Alaska Railroad are represented by railroad brotherhoods which 
have agreements with the Alaska Railroad covering the rates of pay, rules, and 
working conditions of these employees and various processes of the Railway 
Labor Act have been voluntarily invoked from time to time to work out problems 
which have arisen between the railroad and its employees. The applicability of 
the Railway Labor Act would secure to employees of the Alaska Railroad the 
same rights enjoyed by their fellow railroad employees in the other States of the 
Union. 

As an illustration having to do with the need of the Railway Labor Act, I 
would like to cite a couple of instances. In 1949 an agreement was signed by 
the Brotherhood of Locomotive Firemen and Enginemen and the Brotherhood 
of Railroad Trainmen with the Department of the Interior having to do with 
the rates of pay, working rules and regulations covering enginemen and train- 
men on the Alaska Railroad. That agreement did not contain any provision 
for the setting up of a board of adjustment although the matter was discussed 
with the Acting Secretary of the Interior, and a mutual understanding was 
reached that in the event a board of adjustment would become necessary, a 
memorandum of agreement would be made between the organizations and the 
management of the railroad to provide for such a board. 

On August 22, 1951, such a memorandum of agreement was entered into be- 
tween the representatives of the two organizations and the general manager 
and the director of personnel of the Alaska Railroad. This agreement provided 
for the establishment on the Alaska Railroad, as the occasion might require, 
for a board of adjustment to be composed of three members ; one member to be 
designated by the carrier, one member by the labor organization involved and 
the third member to be selected by both parties. And, in the event the parties 
were unable to agree, the third member would be appointed by the Secretary of 
the Interior. This was done so as to settle the disputes on the property and 
keep them from coming to Washington to be handled with the Secretary of the 








172 ALASKAN INTERSTATE CuMMERCE ACT 


Interior or his representatives. Between that time and the present time, a total 
of six cases had been submitted to such a board, and all of them properly 
adjusted. 

I am advised by our committees on the property that the present general man- 
ager has very recently informed our committees that such a board cannot have 
jurisdiction over discipline cases. Yet four of the six cases that have been 
decided by the board in the past were discipline cases. If the Railway Labor 
Act had been in use on this property, this arbitrary abolishing of the board 
that had served such a good purpose could only be done by the parties egp. 
cerned. This leaves the men on the property with no place to go with discipline 
cases except to the local management and then to the Secretary of the Interjor 

We have had some very recent experience in trying to handle matters with 
the Department of the Interior in Washington concerning rates of pay on the 
Alaska Railroad. A little more than 2 years ago, there was a general Wage 
movement on the American railroads, and the management of the Alaska Rail. 
road signed what we call a “standby” agreement in which they agreed to apply 
increases in pay to the Alaska Railroad employees when settlement was reached 
on the railroads in the States. In order to make a final settlement with the 
nonoperating organizations after agreement had been reached in the States, jt 
was necessary to resort to arbitration under practically the same provisions gs 
those embodied in the Railway Labor Act. The findings of this board of arpj. 
tration were satisfactory to the employees, but the Department of the Interior 
tried to get the matter reopened by the arbitraor which, I understand, was 
finally refused. The operating organizations have not yet been able to settle 
their disputes that exist over their rates of pay and the Alaska differential, 
even though a vice president of one of the organizations has been “cooling his 
heels” in Washington most of the time for the past several months without 
success. Had the Railway Labor Act been in effect on the Alaska Railroad, we 
are of the opinion that this dispute would have been settled a long time ago in 
the same manner in which it was settled on the railroads in the States. 

In the Senate committee’s minority report, the statement is made, ‘(extension 
of the Railway Labor Act to the Alaska Railroad is not appropriate and would 
probably be viewed with considerable apprehension by the National Mediation 
3oard itself.” 

I have discussed this with members of the board and they inform me that 
they would have no objection over having jurisdiction over matters of this kind 
on the Alaska Railroad and that they have never made any statement to the 
contrary to anyone. They further advise me that they have mediators in 
Alaska at various times during the year to handle airline mediation cases and 
to handle what few cases they might get from the Alaska Railroad would not 
work any additional hardship on the National Mediation Board. 

It would seem that if it is the object of title 2 of H.R. 6244 to treat the Alaska 
Railroad as if it “were privately owned and operated” in the application of most 
of the presently existing Federal laws relating to railroads, no reason exists for 
the exclusion of that law which provides orderly processes for the solution of 
problems arising on the railroad between the management and its employees. 

There is at this time a broad field of railroad operations not covered by Federal 
railroad safety laws which nevertheless seriously affects the safety of railroad 
employees and railroad operations. Most of the States have enacted laws regu- 
lating the safety of operations in this field and we feel that the State of Alaska 
should be permitted to do the same should it so desire in order to protect its 
citizens. 

The present Federal safety laws do not cover the condition of tracks and 
trestles, minimum clearances between the sides and tops of trains and other ob 
jects, the minimum distances between the center line of parallel tracks, the con 
dition of fences and gates near tracks, the distances of switch stands from the 
tracks and many other items which can result in serious injury and even death to 
railroad employees. 

We feel that the only means of adequately applying safety laws to the Alaska 
Railroad is to make applicable to that railroad the safety laws of the State of 
Alaska which cover those areas of railroad operations not presently covered by 
Federal safety laws. 

The changes and additions which the association recommends be made it 
title 2 of H.R. 6244 include only those laws which the Congress has for many 
years applied in the public interest to all the railroads of the United States. We 
know of no reason why the public interest would not benefit by their application 
to the Alaska Railroad. 
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I thank you for your patience and attention. I am available for questions you 
may care to ask. 


Mr. Harris. Without objection, we will insert at this point in the 
record a statement submitted by Mr. J. Monroe Sullivan, vice presi- 
dent of the Pacific American Steamship Association. 

(The statement referred to follows:) 


STATEMENT OF J. MONROE SULLIVAN, VICE PRESIDENT, PAcIFIC AMERICAN STEAM- 
” SHIP ASSOCIATION 


My name is J. Monroe Sullivan. I am vice president of Pacific American 
Steamship Co., a trade association representing a large majority of the American 
flag steamship lines serving the Pacific coast in the interstate, noncontiguous, 

i rade. 
Paar before this committee today in opposition to those provisions of H.R. 
6244 which would transfer jurisdiction from the Federal Maritime Board to the 
Interstate Commerce Commission with respect to oceangoing ships serving 
Alaska. Our opposition is based on the following : 

The matter of jurisdiction over ocean shipping to Alaska was passed on by the 
Congress in the 85th Congress when the FMB was authorized to exercise juris- 
diction by the Alaska statehood bill. The same reasons which supported FMB 
control last year exist today, and we see no need for a change at this late date. 

The FMB has a trained staff and has a long acquaintanceship with the prob- 
lems involving ocean shipping in the domestic trade to Alaska. On the other 
hand, the ICC has no experience in the Alaskan trade and does not have a 
trained staff capable of administering authority over this transportation. In 
1950 the Senate committee which investigated the ICC’s handling of water car- 
riers in the intercoastal trade described the Water Carriers Division of the ICC 
as the orphan of that agency and referred to treatment accorded by the ICC to 
intercoastal water carriers as less favorable than the treatment afforded by the 
ICC to competing rail carriers. To the best of our knowledge there has been 
no improvement in this situation and, therefore, it is reasonble to assume that 
no tremendous improvement would occur as a result of ICC obtaining jurisdic- 
tion over the Alaska trade. 

The ICC procedures are cumbersome, slow, and very expensive, and it is not 
clear how ICC certificates and permits would aid the development of water com- 
merce in this trade. On the contrary, it would appear that because of the cum- 
bersome procedures involved, the development of water commerce would be 
further delayed. 

On the other hand, the FMB has a mandate from the Congress to promote 
shipping. The FMB has responsibilities concerning the construction, opera- 
tion, sale, and charter of vessels. It is the agency that administers the program 
for mortgage insurance which is vital in future ship construction. Transfer of 
jurisdiction to the ICC would divide activities now handled by the FMB, and a 
divergency of interest between two agencies could impair present efficiencies 
in the measuring of earnings and returns, thus prejudicing mortgage insurance 
negotiations. 

The ICC has been principally concerned with the regulation of the railroad 
industry since adoption of the original Interstate Commerce Commission Act in 
the last century and, of necessity, the majority of the time of the staff has been 
expended in regulatory problems involving the railroads and other domestic 
carriers. Ocean water carriers which have been regulated by the ICC have 
not flourished, particularly since World War II. Many intercoastal and coast- 
wise deep water transportation services have been eliminated or seriously re- 
stricted under ICC jurisdiction. Alaska is dependent upon water transportation 
even though there is some truck transportation. The economy of Alaska re- 
quires healthy and vigorous water transportation services administered by an 
experienced regulatory agency. 

It is conceivable that American flag vessels engaged in the foreign trade 
might make regular calls to Alaska in the future. This, of course, would require 
FMB jurisdiction as the ICC would have no authority over foreign trade. It 
is also conceivable that, under a law passed in the last Congress permitting 
foreign flag carriers to operate in the Alaskan trade, subsidized operations in 
this trade could develop. If the ICC is granted authority over the present trade, 


it would be necessary to again amend this authority to place the FMB in 
control. 
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The argument is made that the ICC must have control over water because 
of the possibility of truck and rail competition. It would seem that your com. 
mittee should seriously study this argument before making a decision in light of 
the current depressed status of water carriers who compete with rail and truck 
and contrast it with the airlines who, under an agency other than the 1c 
have developed rapidly and are realizing much of their potential as part of our 
integrated transportation system. 

No different situation exists now under the statehood bills than existed when 
the Transportation Act of 1940 was enacted by the 76th Congress. Under that 
act, deep water transportation to noncontiguous areas was exempt from In 
jurisdiction and since this was based on the wisdom of Congress in 1949 and 
because the underlying conditions have not changed, it is in the public interest ty 
retain jurisdiction by the FMB. 

The U.S. Department of Commerce and the Department of Interior, two Goy. 
ernment agencies who have been thoroughly familiar with this problem over 
many decades have opposed ICC jurisdiction over this service. 

In view of the above facts, it is strongly urged that H.R. 6244 be disapproved 
by this House committee. 

Thank you. 


Mr. Harris. The committee will adjourn. 
(Thereupon, at 12:20 p.m., the committee adjourned, subject to 


call.) 
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